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In 2007, Boston Scientific made significant progress toward restoring sustainable and more profitable

growth. This progress included a number of initiatives designed to simplify our business and improve

shareholder value. The following are some of our key financial accomplishments for the year:

« Achieved record sales of $8.357 billion, an increase of $536 million

or seven percent over 2006

« Maintained our leadership position in the worldwide drug-eluting
stent market, as well as many of our other businesses, delivering

record sales in seven of our 10 franchises

= Grew our non-cardiovascular revenues 14 percent over 2006, including
36 percent revenue growth in our Neuromodulation business, and
10 percent revenue growth in our Endosurgery businesses

« Reduced our total debt balance by over $700 million

« Launched several strategic initiatives designed to enhance short-

and long-term shareholder value, including:
— The vestructuring of several business units

— The sale of five non-strategic businesses

— The monetization of the majority of our public investment portfolio to

eliminate non-strategic investments

— Significant expense and head count reductions

2007 Sales by Geographic Segment
Intar-Cantinental Asia Pacific . . .
{in millians) 2007 2006 2005 2004 2003
® Domestic 4,923 4,840 3.852 3.502 1,924
® |nternational 3434 2,981 2431 2122 1,552
$8,357 $7.821 $6,283 $5,624 $3.476
Eurcps
2007 Sales by Product Category
{in millions} 2007 2006 2005 2004 2003
® [nterventional Cardiology 37 3612 3,783
# Cardiac Rhythm Management 2,124 1,371 —_
® QOther Cardiovascular 1,320 1,258 1124
® Endosurgery 1479 1,346 1,228
® Neuromodulation n7 234 148
38,357 57821 $6,283

The cover of our 2007 annual report features computer-aided design drawings of recent Boston Scientific technalogy innovations: our third-generation
drug-eluting stent, the TAXUS® Element™ paciitaxel-luting coronary stent system and our TELGEN™ implantable cardioverter defibrillator {ICD).

The TAXUS Element stent sysiem is an investigational device. Limited by LS, Federal law to investigational use. Not for sale in the United States.
The TELIGEN IGD is pending approval by the L).S. Faod and Orug Administration {FDA) and is not available for sale in 1he United States.




We can build a better future.

Boston Scientific was founded on the belief that we could build a better future — and we have.
Since our founding 28 years ago, we have helped change the face of medicine and given new hope
to countless patients worldwide.

But much more remains to be done — and we are ready to do it. In this year's annual report, members
of our executive management team discuss the promising new technologies we're developing, how
we're positioning the Company for continued leadership and why we believe the future is bright — both
for Boston Scientific and far the millions of patients who depend on our products.

3 Letter to Shareholders and Employees

8 Sustaining Leadership: Quality, Innovation and Expanding Markets
Jim Tobin, President and Chief Executive Officer

10 Making Quality a Competitive Advantage
Paul LaViclette, Chief Operating Officer

12 Continuing a Tradition of Clinical Excelience

Danald Baim, M.D., Executive Vice President and
Chief Medical and Scientific Qfficer

14 Increasing Shareholder Value

Sam Leno, Chief Financial Officer and Executive Vice President
of Finance and Information Systems

16 Investing in Our Greatest Asset
Lugia Cuinn, Executive Vice President of Human Resources

18 Developing a Rich Product Portfalio
Fred Colen, Executive Vice President of Operations and Technology, CRM

20 Understanding Microelectronic Technologies
Learn how our technologies are changing lives every day.




Boston Scientific Mission Statement

Boston Scientific’s mission is to improve the quality of patient care and the productivity of

health care delivery through the development and advocacy of less-invasive medical devices
and procedures. This is accomplished through the continuing refinement of existing products
and procedures and the investigation and development of new technologies that can reduce
risk, trauma, cost, procedure time and the need for aftercare.




To Our Shareholders and Employees

2007 was a challenging year for Boston Scientific and
its competitors as we all faced an unprecedented
contraction in the drug-eluting stent (DES) market and
continued slow growth in the cardiac rhythm manage-
ment {CRM) market. For Beston Scientific, it was also a
year of transition as we implemented a number of initia-
tives designed to restore profitable growth, increase
shareholder value and strengthen the Company for the
future. Despite these challenges, we demonstrated our
ability to maintain market share throughout the year,
and we found many reasons for encouragement in our
2007 performance.

While our DES and CRM revenues were not what we had
hoped, the rest of gur businesses grew nine percent com-
pared with 2006. We retained strong market share and
leadership positions in many of our businesses, and seven
of 10 posted record sales, bringing Boston Scieniific’s total
2007 sales to $8.357 billion — our highest level ever.

Perhaps the most meaningful progress during the year
resulted from our comprehensive quality effort, which
revolutionized our guality systems and transformed our
culture. Qur CRM warning letter was lifted, paving the
way for 10 planned new product launches in 2008 — a
record number for our CRM business. While quality will
continue to be our most important responsibility, it will
not demand the same level of rermedial spending as in
the past two years, and many of those resources will
shift back to research and developmant (R&D) and man-
ufacturing value improvement programs. We expect the
corporate warning letter issued to Boston Scientific in
2006 by the U.S. Food and Drug Administration (FDA)
to be lifted this year, subject to the timing and outcome
of the FDA's review, and that a robust flow of profitable
new products will be restored across our businesses.

In DES, we successfully launched our TAXUS® Express?™
stent system in Japan and became the world's number-

one stent manufacturer. We continued to lead in DES
market share in nearly all our major markets, even in the
face of new competition. We expect to strengthen our
position in the U.S. market with the anticipated 2008
launch of TAXUS® Liberté® our second-generation
paclitaxel-eluting coronary stent, and the PROMUS™
everolimus-eluting coronary stent. In markets outside
the U.S., we are the only company 1o offer two DES
platforms, with two distinct drugs. With FDA approval
of TAXUS Liberté and PROMUS stents, we will become
the only company with a two-drug offering in the U.S.

2007 Events in the CRM and DES Markets

The slow growth in the CRM market and the contraction
in the DES market were a reflection of decreased con-
fidence in these therapies. As a result, CRM sales did
not rebound as we expected. At approximately the same
time, safety concerns were raised about drug-eluting
stents, primarily due to several clinical studies that sug-
gested that they were less safe or effective than they
actually are. The most widely publicized of these was a
Swedish study that indicated patients with DES had a
higher risk of death than patients with bare-metal stents.

These findings were not supported by longer-term data,
and the Swedish investigators later reversed their study
findings. There is now mere widespread agreement

in the medical community that drug-eluting stents do
not pose a higher risk of death than bare-metal stents.
However, the concern created by these early studies
took a toll. After years of consistent growth, DES use in
the U.S. fell more than 30 percent in 2007, and Boston
Scientific’s sales, earnings and stock price were affected.

These market events were unprecedented in the history
of the medical device industry, and we believe they are
unlikely to persist. The CRM market, in fact, is already
showing signs of recovery. The fundamentals of both the
international and domestic CRM markets remain strong:
the U.S. market for patients in need of implantable




cardiac defibrillators (ICDs), for example, is still greatly
under-penetrated. Qur own CRM sales grew 11 percent
in the fourth quarter of 2007, and we have reasons to
believe that the CRM market will be a powerful growth
engine for the Company in the future.

We also expect the DES market to rebound as the facts
about the safety and powerful benefits of drug-eluting
stents continue to take hold. As market growth returns,
Boston Scientific will be well positioned as the medical
device company with the most innovative pipeline of
DES products and the only two-drug platform.

A Plan for Future Growth

In response to the decline in CRM and DES sales,
we implemented a number of measures during 2007
to reposition the Company for renewed growth and
profitability, specifically:

« We simplified our business modet by divesting five
businesses that were not part of our core growth
strategy. The sale of these businesses generated a
combined after-tax cash of approximately $1 billion
and will enable us to focus future investment on
those areas of the Company that have the greatest
potential for growth, market leadership and promising
new therapies.

As part of our divestitures, we completed the sale of
our Auditory business and drug pump development
program to former principals and shareholders of
Advanced Bionics while establishing sole management
control of the Pain Management business, including
the emerging indications program.

We restructured several of the Company’s businesses,
consolidating 16 units into eight to improve efficiency and
leverage technology synergies and resources. As part

of this restructuring, we integrated the Electrophysiology

business with CRM, which we believe will enable
us to realize the full potential of cur CRM Group and

-

offer a broader range of implantable devices|and
ablation therapies.

We initiated a plan to reduce expenses to bring them in
. |
line with revenues. This effort included a difficult but

necessary reduction in head count. We are eliminating

2,300 jobs worldwide and reducing our workforce by
an additional 2,000 through our divestures, far a total
reduction of 4,300 positions. We expect these steps
will generate between $475 and $525 million in savings,
the majority of which will be realized in 2008. In addi-
tion, we expect to reduce our expenses by an ladditional
$25 million to $50 million in 2009.

We amended our term loan and credit facility and

reduced our gross debt by more than $700 million.

We are selling our entire public investment portfolio and
plan to monetize the majority of our private portfolio.

We entered into a settlerment agreement covering
a significant amount of outstanding litigation related
to claims associated with products sold by Guidant
Corporation in 2005 and 20086, prior to Boston
Scientific’s acquisition in April 2006.

We initiated multiple programs designed to increase
eificiency in large-scale business processes and to
improve gross margins, operating profit and cash flow.

We made continuous quality improvement part of our
operations and culture by implementing new guality
systems, revalidating our manufacturing controls and

re-engineering and refining our management controls.
Our quality-monitoring metrics show we have made
significant improvement. As we shift our focus from
correction to prevention, we will have the ability to
continuously raise — not merely sustain — standards of
quality for our products. The Quality Master Plan we
implemented in 2006 ensures that quality wilf remain a
top pricrity in management decision-making.ere know

that the quality of our products is of critical importance




10 the millions of patients who depend on them. We
also believe that quality ultimately will be a significant
competitive differentiator for Boston Scientific.

Growth Opportunities Across Our Markets

CARDIAC RHYTHM MANAGEMENT

In 2007, our CRM business completed a major re-engi-
neering of its operations to drive the highest standards of
quality and to better meet customer and patient needs.
From the product development process 1o manufacturing,
operations and our extensive supplier network, we have
made tremendous prograss in the way we bring new
products to market. Most important, our improved quality
systems are enabling us 0 produce what we believe are
among the highest-quality products in the industry.

In late 2007 and early 2008, we received both U.S. FDA
and European CE Mark reguiatory approval for the first
Boston Scientific-branded pulse generators: the LIVIAN™
cardiac resynchronization therapy defibrillator (CRT-D)
and the CONFIENT™ implantable cardioverter-defibrillator
(ICD). We also have received CE Mark approval for the
first CRM products built on our new, high-reliahility plat-
form: the COGNIS™ CRT-D and the TELIGEN™ ICD. The
result of a multi-year research and development effort
1o provide physicians enhanced clinical options for their
patients, these next-generation devices are currently
pending FDA appraval, which we axpect to secure in
time for a U.S. launch in the second half of 2008. Other
important U.S. product launches scheduled for 2008,
upon FDA approval, include the ALTRUA™ pacemaker

— the first Boston Scientific-branded pacing device —
and the ACUITY™ Spiral Left Ventrical (LV) lead, which
recently received European CE Mark approval.

Early in 2008 we received FDA approval for our upgraded
LATITUDE® Patient Management System, which includes
enhanced remote monitoring capabilities of our CRM
devices. Recent instances of lead failure in 1ICDs from

one of our competitors demonstrated the importance of
remote monitoring of device performance — not only to
manage patients but also to build physician confidence
in device reliability. We believe the LATITUDE system
offers a strong, differentiated platform, and we are
seeing a growing number of referring and implanting
physicians choosing Boston Scientific devices based on
the enhanced clinical benefits provided by this system.

Like other parts of the Company, CRM continues to
expand globally. international CRM sales showed
especially strong growth in 2007, increasing nearly
13 percent over 2006,

CARDIOVASCULAR

During 2007, we marked our third vear of leadership

in the U.S. market for drug-eluting stents, maintaining
between 53 percent and 56 percent market share for 10
consecutive guarters. We also became the global DES
market leader during 2007. As we enter 2008, we are
well positioned to sustain that leadership with key new
products, an impressive body of clinical evidence to
support approval of expanded indications for our drug-
eluting stents, the broadest range of stent size offerings
in the industry and our experienced R&D, marketing and
sales arganizations.

We received FDA approval to extend the shelf life of the
TAXUS® Express™ paclitaxel-eluting coronary stent sys-
tem to 18 months - the longest of any drug-eluting stent.
We anticipate FDA approval of the TAXUS® Liberté® our
second-generaticn, paclitaxel-eluting coronary stent sys-
tem, this year. The TAXUS Liberté stent system is the
number-one stent in most international rmarkets, a position
that we believe will strengthen thanks to the CE Mark
approval it recently received for use in patients with
diabetes. The TAXUS Liberté stent system now has
more CE Mark-approved indications than any other drug-
eluting stent, enabling treatment of a wide range of
patients, many who are high-risk patients.




Our major non-stent cardiology franchises continued
to perform well, with five of these eight franchises
leading their markets in 2007 and the other three
holding strong number-two positions.

ENDOSURGERY

Our Endosurgery Group continued its track record of dou-
ble-digit growth with an 11 percent increase in 2007 over
2006, on the strength of 13 percent growth in Endoscopy.
Our Endoscopy business has emerged as a prominent
husiness for Boston Scientific. Most of cur Endoscopy
franchises hold number-one market positions. In 2007,
we launched the SpyGlass® Direct Visualization System,
the first cholangioscopy system that enables direct visu-
alization in biliary intervention. This system makes it pos-
sible for a physician to secure a definitive diagnosis and
perform therapeutic intervention all in one procedure.
We expect the SpyGlass system to become a steady
driver of the Endoscopy business for years to come.

NEURCMODULATION

The market for Pain Managementi, a therapeutic appli-
cation of Neuromodulation technology for the treat-
ment of chronic pain, expanded rapidly in 2007, with
Boston Scientific’s sales growing 40 percent year
over year. This growth gives us the number-two overall
market position worldwide. Boston Scientific is the
technology teader in spinal cord stimulation, offering

a pain management system engineered to precisely
target pain and fit a patient’s lifestyle. We expect that
the launch of our Observational Mechanicat Gateway
{OMG™ device, which enables physicians to make
side-by-side comparisons with competitors’ devices,
will highlight our technology leadership and strengthen
our market position. We are also actively exploring
additional therapeutic applications for neuromodulation
technology, including other sources of peripheral pain
and urinary incentinence.

NEUROVASCULAR
Our Neurovascular business grew 10 percent in 2007
over 2006 despite product launches from three key

competitors, giving Boston Scientific market leader-

ship in every product category of interventional neuro-
radiology. We expect to fortify 1his market position with
data from our unprecedented clinical trials for ¢oils and
atherosclerotic stents, and to further extend it through
restored new product flow now that our engineering
teams have returned their primary focus from remedia-

tion efforts to innovation.

Our Shared Community

Boston Scientific continued its support of research,
education and local communities during 2007, contributing
time, expertise and more than $30 million. Through the
Boston Scientific Foundation, we helped improve health
and educational opportunities for those in need by funding
non-profit organizations in the communities where our
employees live and work. We also expanded our National
Health Disparities Initiative, which provides funding for
community health centers that show outstanding evidence
of improved health outcomes for patients. In|2007, we
launched Phase 1l of this initiative, which focuses on
improving the health of homeless patients and migrant

farm workers.

In 2007, the size of the Boston Scientific Board of
Directors expanded with the election of Ray Elliott,
a highly regarded health care industry executive and
former Chairman of the Board, President and Chief

Executive Officer of Zimmer Holdings. We also made
three key additions to our Clinical Sciences organization.
Keith Dawkins, M.D., joined the organization .'[!ns Senior
Vice President and Associate Chiet Medical Officer,
Cardiovascular; Takahiro Uchida, M.D., becarr]le Medical
Director, International; Jay Schnitzer, M.D., Ph.D., was
named Associate Chief Medical Officer for Endosurgery,




Neurovascular and Neuromodulation. Arjun Sharma, M.D.,
FACC, also joined the organization as Vice President,
Patient Safety for CRM. We said goodbye 1o Larry
Best, our Chief Financial Officer, who retired from the
Company after 15 years of distinguished service. Larry
was an integral part of Boston Scientific and his many
accomplishments helped shape our Company. We
were pleased to welcome Sam Leno as our new Chief
Financial Officer and Executive Vice President of Finance
and Information Systems. Also retiring during 2007 was
Jeff Goodman, Executive Vice President, International,
who was one of the driving forces in making Boston
Scientific a global company..Jeff is succeeded by David
McFaul, who was previously President of the Asia
Pacific and Japan region. Finally, we offered our hest
wishes to Paul Sandman, our long-time General Counsel,
who retired in early 2008. Paul was a crucial partner

in our growth and success. Above all, he was a moral
compass for the Company, setting and demanding an
uncompromising standard for integrity.

We also would like to recognize those people who left
the organization during the past year as a result of our
need to reduce expenses. Many of them put in years
of dedicated and effective service to Boston Scientific.
We thank them for that service and wish them well.

Building a Better Future

For nearly three decades, Boston Scientific has played
a vital role in health care, providing industry-leading
solutions for many of the most prevalent and debilitating
diseases. We have already helped millions of patients
improve their lives, but we can do much more — and we
will. The improvements we implemented in 2007 have
positioned us well for the future. As we enter 2008, we
are a stronger and healthier company, with the capacity
and commitment to create the industry’s highest-quality
and most innovative products.

While we don't underestimate the challenges ahead of
us, we believe we have prepared well for them and that
Boston Scientific holds great promise for customers,
patients and shareholders aiike. We have one of the
best intellectual property portfolios in the medical device
industry. We have a strong and experienced senior
management team and an outstanding group of employ-
ees. Most important, we are united by a mission to
help clinicians improve patients' lives through innovative
medical technologies that lead the world in quality,
reliability and efficacy. Together, we are building a
better future for millions of patients around the world.

Thank you for your belief in — and continued support of
— our mission,

Sincerely,

Jim Tobin
President and Chief Executive Officer

Pete Nicholas
Chairman of the Board

March 17, 2008




Sustaining Leadership: Quality,
Innovation and Expanding Markets

JIM TOBIN, PRESIDENT AND CHIEF EXECUTIVE OFFICER

“Since 1980, a&vancczs in medical technology have resulted in death
from heart attack being cut almost in half ar_ld death from stroke
being reduced by more than a third. Not bad for a start. But we

N |
can do more — and we will.”

Q. After the 2006 corporate warning letter from the U.S. Q. Lastyear, the market for drug-eluting stents {DES)

Food and Drug Administration (FDA), Boston Scientific contracted after reports of safety concerns. More
undertook an intensive effort to create a corporate- recent data indicates that many of those concerns
wide quality culture. Have you succeeded? were unfounded. Do you think the DES market will

A. Yes, | believe Boston Scientific fully matured into a recover in 20087

quality organization this year. During 2006 and 2007, A. Long term, there’s no doubt in my mind that the DES
we revolutionized our quality systems and transformed market will recover to a point. Medical management
our culture. Now we're seeing an improvement in all alone is fairly limited in the relief it can offer patients, so
the measures we use to track quality issues. The FDA there's a real need for DES. We're already seging some
has already begun re-inspecting our facilities, and we positive trends. The volume of percutaneous coronary
expect the corporate warning letter will be lifted this interventions {PCls) has rebounded to around 97 percent
year. Quality will continue to be our number-one priority, of what it was at the start of 2007, and cliniciin surveys
because we owe that to our customers and patients. indicate a renewal of confidence in DES. So, yes, | do think
We also believe our quatity will ultimately give us an the DES market will start to recover in 2008, tfut it will be

important competitive advantage. reshaped by new competition.




. What is Boston Scientific's strategy for sustaining DES
leadership in this new market epvironment?

Like our CRM strategy, it's based on innovation. First of all,
we have the most diverse pipelinz of DES offerings in the
industry. Upon FDA approval, we're poised to release the
TAXUS® Liberté® coronary stent system in the U.S. this
year, as well as the PROMUS™ coronary stent system, our
everolimus-eluting stent. With TAXUS and PROMUS
stents, we are the only medical device company with

a two-drug platform. We also have a growing body of
solid clinical evidence intended 10 support approval for
expanded indications for our drug-eluting stents, which
should further strengthen our market leadership. And we
have a full pipeline behind that.

. The CRM market also perfarmed below expectations in
2007. Do you expect CRM to rebound in 20087

. We're already seeing signs of recovery. Our CBRM sales
grew 11 percent in the fourth querter of 2007, despite the
soft market, and the fundamentals are sound. Internationally,
where cardiac arrhythmias and heart failure are widely
underdiagnosed, we're seeing strong double-digit growth,
and the U.S. defibrillator market is still significantly
under-penetrated, Last April, the FDA lifted the CRM
warning letter, so we expect to introduce 10 new CRM
products in 2008. We also have great momentum with

. our LATITUDE® Patient Management Systern, which is
the only wireless remote monitoring system of its kind.

. While Boston Scientific may be best known for DES
and CRM, you also have strong market leadership in
other areas. How are these businesses performing and
where do you see the strongest growth geing forward?

In Interventional Cardiology, we're the leader in ballocns,
the second-largest category after stents. We're also the
leader in intravascular ulirasound. which grew more than
20 percent in 2007. We have streng market leadership

in Neurovascular, where we ocutszll all other companies
combined, and aiso in Peripheral Interventions. Cur
Endoscopy business grew 13 percent last year, and

we expect continued strong performance there. Qur

Neuromodulation business is growing rapidly as well, with
sales that increased 36 percent in 2007 alone - so we

see & lot of promise for growth across Boston Scientific.

Why is the Pain Management market so promising
for Boston Scientific?

Because the need is acute. Thase are people suffering
from chronic, debilitating pain and for some, medications
do little. When a device liké our Precision Plus™ Spinal
Cord Stimulation System relieves the pain, it is truly life
changing. The spinal cord stimulation market is expected
to be more than $1 billion by 2810.

~
U.S. Spinal Cord Stimulation Market Qpportunity

tor Chronic Pain
Compound Annual Growth Rate = 15%

$1,630

2008 2009 2010 201 2012 2013

Boston Scientific Internal Estimates, in millions ’
. J

Q. Why are you optimistic about the future of

A.

Boston Scientific?

| really believe that our future is as bright as it's ever been.
The markets we're in have tremendous growth potential,
and we're well positioned 1o take advantage of that.

[t's our job and our responsibility to do more, and we will.




Q. What changes has Boston Scientific made in its quality

A.
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Making Quality a
Competitive Advantage

PAUL LAVIOLETTE, CHIEF OPERATING OFFICER

under the corporate warning letter. We did it to build bette
products, to gain competitive advantage and most important,

to better serve patients.”

“We havent made this investment in quality just to get out from

]

systems, and how is the Company different today?

After we received the FDA corporate warning letter in
2006, we overhauled both our systems and our culture
1o create an organization where quality systems, values
and output are sustained and continuously improving. We
invested every necessary resource to accamplish this.
Woe added more than 600 people in the Global Quality
function. We implemented a number of entirely new
guality systems. We revalidated our manufacturing
processes and re-engineered our management controls,
We eliminated hundreds of outdated products even
when that meant lost revenues. We ran new systems to
ensure effectiveness, trained every applicable persen in
the organization and subjected those systems and people
to repeated internal and external audits. Because of the
hard work and passionate commitment by our team, we

are well prepared for the FDA inspections and expect the

Q.

A,

corporate warning letter to be lifted this year. Put all these
changes together, and you see a company moving from

correction tc prevention.

What do you mean when you say, “meving from
correction to prevention”?

The ultimate sign of a well-functioning quality ofganization

is the ability to prevent problems before they occur.

If the quatity system runs tightly, problems needing
correction will be less frequent and immediatefL/ detected
and addressed by our highly trained, highly responsive
organization. This leaves considerable organizational
capacity to focus on prevention. Qur Quality Master
Plan is the too! we use to strategically plan and prioritize
quality improvement projects that emphasize prevention
and lead to higher-quality products, fewer customer
complaints and, ultimately, competitive advantage. At

that point, quality really does pay for itself,




Do you think the culture of Boston Scientific is
really changing?

Yes, and | think that’s critical because changing the
culture is the only way to improve quality. In the past,
the culture of Boston Scientific was focused on speed,
innovation, market leadership and acquisitions, Now
we're putting quality first and that makes it possible for
us to do all those other things better.

. Can you give an example of how quality could be a
competitive differentiator for Boston Scientific?

Recalls. Many recalls can be prevented. With good guality
systems in place, most product failures can be avoided.
If you make quality your highest priority, you can lead
markets because your products are more reliable. You
can grow market share because the fundamentals of
quality that you build into the product development
process ultimately lead to products with higher clinical
performance and better customer satisfaction. You can
then spend more time innovating because your time isn't

consumed fixing problems.

i absolutely believe quality can be urned into a competitive
advantage. That's why we're so committed to being a quality
organization. Qur effort is about much more than lifting the

corporate warning letter. it's a long-term commitment.

In addition to the guality initiatives, Boston Scientific
restructured a number of businesses and sold others
during 2007, Can you explain the rationale?

In essence, what we're doing is practicing good corporate
discipline. By refining our portfolioc of businesses we
can focus on those that deliver growth over time, clear
market leadership, promising new therapeutic areas and
improved cash flow. We alsec created a more direct line
of communication between our business units and
senior management — fawer layers, in other words — and
the ability to execute more effectively. So in actuality

this restructuring effort was about simplifying our
operational madel and redefining Boston Scientific as

a growth engine.

: Why do you believe Boston Scientific can accelerate

its revenue growth?

We are well positioned to expand our leadership in

growing markets.

Our customer relationships are second to none and are
built on clinically advantaged products. Qur product lines
are extraordinary, broad and difficult to displace from

their market-leading positions.

We have $15 billion worth of market opportunity in

the cardiovascular implant market and are pleased that
we have leading positions there. Although we'll face
incremental DES competition in 2008, we're going to
be on the offense. We're going to be aggressively
driving market share. We have a very impressive list of
new CRM products that | believe are unmatched in the
industry and create real share-changing opportunities
for us in this market. But absent any share gains and any
further moves we make in those markets, we compete
in an attractive array of very large markets with very
strong positions and underlying growth. The remainder
of Bosten Scientific’s businesses represent $13 billion in
market potential and importantly, there is intrinsic market

growth of nine percent over the next four years.

[ $13B Market Opportunity Outside of Stents & CRM

Compound Annual Growth Rate of 9% Over the Next Four Years

_—Interventional Cardiclogy
Stents

Peripheral Interventions

Neurovascular
CRM

Neuromodulation

Endoscopy

Urology/Gynecolagy

Electraphysiology

Boston Scientific Internal Estimates

"
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A,
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Continuing a Tradition
of Clinical Excellence

DONALD BAIM, M.D., EXECUTIVE VICE PRESIDENT
AND CHIEF MEDICAL AND SCIENTIFIC OFFICER

“I think this Company is unique in that medical input really; has an
equal voice in all our decisions about which products to develop,
how to test them and how to educate physicians about their use.

At Boston Scientific, it is the patient’s voice that really matters.”

During 2007, safety concerns were raised about DES.
What was the basis for those concerns?

In late 2006 and early 2007 a handful of studies were
published, most of them poorly designed or poorly
analyzed, that reached surprising and alarmist conclusions
about drug-eiuting stents, A study from Sweden called
SCAAR suggested that DES increased mortality by half

a percent a year over bare-metal stents (BMS). Then a
meta-analysis published in The Lancet concluded that

the TAXUS® stent had a higher repeat revascularization
rate and 2.7 times the rate of stent thrombosis of the
competing CYPHER® stent.

Maore recent data has shown that these safety concerns
were basically unfounded. In fact, a number of studies
now show that in addition to being more effective, drug-
eluting stents may actually be safer than their bare-metal
counterparts, and that overall clinical performance of
TAXUS remains similar to that of CYPHER.

a.

A.

What turned the data around?

| think a key factor was the strong clinical evidence base
we've built for the TAXUS stent. When SCAAR was
published, we went back and looked at the datg on 3,000
randomized patients followed for over five years in our
TAXUS trials, and we found that the adverse SCAAR
findings were not reflected in our data. In our|data,
mortality was the same or lower for DES compared
with BMS. So we knew there must be a methpdological
problem with SCAAR. When we looked closely at the
study’s methodology, we found that was in fact the case:
the BMS patients were much less medically complicated
than the DES patients.

Similarly, the findings of The Lancet study were[not borne
out in the real-world data. In reality, the ratio of fevascular-
ization ratas for the TAXUS stent compared with the
CYPHER stent is 0.95 [close t¢ 1.0 or identical} across
35,000 patients), not 1.4 as The Lancet assertei. The stent

thrombosis rates are also nearly identical: with a ratio of




Q.

1.02 for the TAXUS® stent as compared with the CYPHER?®
stent {across 62,000 patients). The problem here was also
methodological: they attempted to compare the TAXUS
stent and the CYPHER stent by comparing each one to the
respective bare-metal versions, which were incorrectly
assumed to have similar cutcomes to each other.

( Real-World Data Shows Reduction in Maortality
with Drug-Eluting Stents vs. Bare-Metal Stents
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In your opinion, did Boston Scientific’'s tradition
of clinical science excellence help restore a more
accurate picture of DES?

Absolutely. The strong evidence base of the TAXUS stent
reassured us that we were on course and also enabled
us to demonstrate that the frightening conclusions of
certain studies were inaccurate, We took the raw data
from our pivotal TAXUS trials and shared them with

not one, but three independent groups for analysis. An
FDA panel then reviewed that independent analysis and
concluded that our trials presented an accurate picture of
the benefits and risks of TAXUS, Since then there have
been several articles published that confirm the safety
and efficacy of the TAXUS stent.

We also aggregated the data across 31 studies and
146,000 patients (a sample of these studies is shown

in the chart on left), and found that the relative risk of
mortality with drug-eluting stents is actually 21 percent
lower than with bare-metal stents. The hope of DES was
that we could prevent restenosis without increasing the
risk of heart attack and death, but we didn’t expect that
DES would reduce mortality. So now the picture is
strengthening that the TAXUS stent is very effective

at reducing repeat revascularization, while maintaining

similar stent thrombosis and death rates.

. After safety concerns surfaced about drug-eluting

stents, more clinicians opted for medical management.
Are there signs that clinicians are coming back to DES?

Yes, we are starting to see some signs. The number

of percutaneous coronary interventions (PCls) is slowly
rebounding and clinician perception surveys indicate a
renewal of confidence in DES. | think clinicians will return
to DES as the predominant way of treating coronary
disease, and | think they will return especially to our
products because we've sustained a level of innovation
that our competitors have not matched. For example,
our original TAXUS® Express®™ stent has been replaced
in every country but the U.S. and Japan by the second-
generation TAXUS® Liberté® stent, which trial data show
not only strongly reduces the chance of restenosis in
smailer vessels but also provides a further reduction in the
risk of the small heart attacks that can occur during PCI.
We anticipate the FDA approval of the TAXUS Liberté stent
and also our PROMUS™ everolimus-eluting stent in 2008.

In addition, we have a number of new trials underway
that are being conducted to determine the safety and
effectiveness of the TAXUS stent in complex uses like
heart attack, severe left main and three-vessel coronary
disease. The TAXUS Liberté stent is currently the only
drug-eluting stent to have received CE Mark approval for
use in diabetic patients, So we have a very rich slate of

offerings, and we're still innovating.
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Increasing
Shareholder Value

SAM LENG, CHIEF FINANCIAL OFFICER AND EXECUTIVE VICE PRESIDENT
OF FINANCE AND INFORMATIDON SYSTEMS

health care.”

“Our technologies save people’s lives, and we want to be v1ewed by
patients as having the highest quality standards of anyone in the

industry. We believe we have an obligation to continue to advance

What steps is Boston Scientific taking to increase
shareholder value?

In the short term, we're focusing on ensuring that

we have an effective execution plan for the rollout of
2008 new product launches and on achieving our 2008
sales and earnings plans. We're also working diligently
to remediate the corporate warning letter. When that

is lifted, shareholder value should be enhanced in
several ways. We'll restore the cadence of new product
introductions. We'll be able to eliminate one-time costs
of remediation. We'll start maximizing the efficiency of
our new quality processes and our engineering teams
will be able to refocus their efforts on value improvement

programs and reducing manufacturing costs.

Over the next 15 months, we plan to eliminate between
$475 and $5256 million in net expenses and approximately
4,300 employees from a 2007 base of 28,500. We have
already divested five non-core businesses, including
Cardiac Surgery and Vascular Surgery, Fluid Management

(2.

and Venous Access, and the Auditory business. We're
selling 100 percent of our publiz investment partfolio
and the vast majority of our private investment| portfolio.
We are also working to improve our large-scale business
processes, including new product development, selling,

marketing and accounting.

Improving our operating profit margins will improve our

operating cash flow, which will allow us to pay down
debt faster. That will result in less interest expense and

allow us to significantly improve pre-tax profits.

You came to Boston Scientific in mid-2007. What
changes have been implemented during youg first
six months?
In the past, both finance and business development were
the responsibility of the CFO. We have now transferred
the responsibility for business development tq a different
Executive Committee member to improve our system

of checks and balances, and we have put more rigor into

the due diligence and financial modeling process for new




deals. We also have new accountability standards for
achieving returns on those investments.

['m focused on improving the cperating perfermance
of each of our businesses and waorking to improve the
financial rigor of our decision-making processes. I'm
also focused on improving the returns on our capitai
expenditures. As a team, we've already improved the

decision-making process for all of our major investments.

. Does this mean Boston Scientific will be undertaking
fewer mergers and acquisitions in the near future?

We'll be looking at acquisitions a little differently, with
an increased emphasis on fit, quality and returns. Qver
the next couple of years, we'll have a smaller appetite
for acquisitions as we lock to pay down debt, and what
we invest in will be subjected to a higher level of rigor,

diligence and financial modeling.

We will be more selective with the investments we
make in research and development projects, more critical
and conservative in deciding what to acquire and more
dquantitative and detailed in determining the returns on
our investments. We'll also be more disciplined about
stopping investments in projects underway if it becomes
clear that they have a low likelihcod of resulting in
commercialized products.

. Canyou describe the long-term financial plan
for the Company?

At an $8 billion-plus revenue base, we have an obligation
10 have a much higher operating profit margin than we
da today. Our restructuring plans will help us return our
operating profit margins back te a level you would expect
from our business, a fevel that’s more in line with our
competitors. We've set a goal over the next two years to
drive sales growth of three to five percent and adjusted
earnings per share growth of 18 to 20 percent. In the
first two years, improved earnings per share will need
to come from expense management. Toward the end
of that 24-month period, EPS growth will come from

an uptick in sales and, during the year or two after that,

from a combination of sales growth and gross profit

margin improvement.

. What gives you confidence in the Company

going forward?

We don't face any problems today that are not solvable
in a reasonable timeframe, and in fact many of them will
be remedied in 2008. I'm excited about the control and
clarity we have about our expense and head count
management and the speed at which we're taking
expenses out of the Company in 2008. And I'm excited,
frankly, about how the organization has embraced all this
change. | think Boston Scientific is well positioned for
profitable growth going forward. We're restoring new
product flow across all of our businesses. With FDA's
approval, we expect great products 1o come out this year
- 10 new products for CRM alone - as well as the
TAXUS® Liberté® and PROMUS™ drug-eluting stents.
We're also continuing our strong leadership in a number
of other growing markets, including coronary balloons,
Endoscopy, Neuromodulation and Neurovascular.

@ N

Operating Cash Flow

$1,804 $1,845

$303 $934
$787

2003 2004 2005 2006 2007

In millions
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Investing in Our
Greatest Asset

LUCIA QUINN, FXECUTIVE VICE PRESIDENT OF HUMAN RESQURCES

16

me here every morning. We have to succeed.”

“What we do matters — patients need Boston Scientific to be|in the
marketplace. We're responsible for millions of lives — improving

them and often, literally, saving them. That’s the passion that gets

One of the Company’s highest priorities right now is

to ensure that top-performing employees stay with the
Company. How are you delivering on that priority?

Last year was challenging for all of our employees, not anly
because we had layoffs but also because both our major
markets and the overall economy were under pressure.
So, yes, retention and engagement are especially critical
right now. However, under any circumstance, we cannot
afford to be complacent about our employees. Boston
Scientific’s employees are our most important assets: they
are the Company. Employees should always be one of our
first priorities. | believe we should be spending as much
time reviewing our investment in them as we do reviewing
our investments in, for example, product development.
We should spend as much time communicating with and
listening 1o employees as we do with our customers and

our investors.

Q.

Right now, we're determining what the critical rales in the
Company are that will help us build a better future. Then we
must work hard to help employees understand what those
job opportunities are, to get the right people into those jobs
and to make sure everyone understands the development

and succession ptans for each of those positions.

Why is Boston Scientific a place where top performers
should come and stay?
Because of what the Company stands for and what it

delivers every single day. We're a leager in this|industry.

We have tremendous brands and what we do matters —
we help save people’s lives. Patients need us to be in the
marketplace. That's the passion that gets me r\ere every
morning — we're responsible for millions of lives. We

have to succeed.




| also think that, for people who like wrapping their
intellectual capacity around critical issues and focusing
their energy on continuous improvement, this is a very
exciting time to be here. I've always looked at this kind of
challenge in a company's history as & huge opportunity
because challenge is what make:s companies, and people,
grow, People, and teams of people, are capable of more
than they know. Times like these can really bring out the
best in us; they can help us reach a whole new level of
success. That's good for us and good for the people who
depend on us.

. What do you believe will be most important in helping
Boston Scientific reach that new level of success?

From the executive level to the front line, we need to show
a commitrent to the patient, a commitment 1o quality
and a commitment to each gther as ¢olleagues. Quality is
an essential part of this. It's the number-one performance
objective for each of us, and that's how it should be. I
we keep our patients at the center of every decision we
make, if we imagine that every patient we reach could be
someone we love or hold dear, we can't go wiong. if we
wark collaberatively, if we keep in mind that everything we
touch is a system that ultimately affects a real person’s life,

| think we will come back stronger than ever.

Q.
A.

How are you feeling about 2008?

| am optimistic about Boston Scientific because we're
addressing the challenges we face. And | think we're
accepting the full weight of the responsibility we have
for improving the quality of everything we do and,
ultimately, the responsibility we have for our patients
and our employees. Our business has to he healthy.
Our preducts have to be great. Hundreds of thousands
of patients and tens of thousands of employees are
depending on us, and we can't let them down.

1t you had one message for the Company’s employees,
what would it be?

| believe that we are here for a purpose, and that
purpose is bigger and mere valuable than any of our

individual successes.

Woarking together towards a common goal, across our
organization and around the globe, has been and always
will be the key ingredient of our success in the future.
Each person who wears a Boston Scientific badge, or
has worn one during his or her career, has made an

important contribution to a very important mission.

improve
the Quality of

Patient Care and
all things Boston Scientific.
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Developing a Rich

Product Portfolio

FRED COLEN, EXECUTIVE VICE PRESIDENT OF OPERATIONS AND TECHNOLOGY, CRM

“Our whole culture is buile around the question. ‘How can we

improve the quality of life for patients?” We are focused on

effective way possible.”

identifying and developing the best new therapies for patients and
on manufacruring products with the highest quality in the most

Q. Why are you excited about the Boston Scientific
product portfolio?

A. Our portfolio is defined by meaningful innovation, by
what patients really need. In an industry where new
products often contain only one or two new features,
we've focused on what truly defines innovative new

therapy for patients.

Qur portfolio in Neuromodulation is very promising.
Our latest Pain Management technology, the Precision
Plus™ Spinal Cord Stimulation System, offers several
important new features. One is a rechargeabile battery
that limits repeat implantation procedures. Another is
Electronically Generated Lead Scan technology, which
improves programming accuracy and speed by displaying
the relative position of implanted leads within seconds,
without the need for flucroscopy or X-ray. Yet another
benefit of the Precision Pius system is that physicians
can customize it for each patient’s level of pain. We're
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also launching a new device that allows patient
compare our technology to competitors’, right i
doctor's office. To date, we are receiving excell

feedback from patients on our technology.

in Interventional Cardiology, we have the prove
standard balloon catheter-based technalogy an
that, a full suite of high-quality tools for the cli
including guide wires and guide catheters. We

developing the next few generations of drug-€
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nician,

re also
luting

stent technologies, which furthar extend our competitive

position. The TAXUS® Element™ paclitaxel-elu
coronary stent system has already started its fi

ing
rst clinical

trial, and we're getting excellent feedback fron1

clinicians.

We are also developing a version of the Element stent

that carries the drug everolimus. In addition, we are

developing a stent concept featuring an exteria
drug-containing polymer that biodegrades with

six months, leaving only the bare-metal stent.

r surface

in about




in CRM, we resolved the FDA warning letter issued
to Guidant within 14 months, and we're now back

to focusing on broad-based innovation. Following
regulatory approval, we're planning to release 10 new
product families in 2008, all of them validated by our
new quality systems,

. What are some of the new CRM innovations coming
in 20087

. We've already received FDA and CE Mark approval for
our first Boston Scientific-branded pulse generators: the
LIVIAN™ CRT-D and our CONFIENT™ ICD. We've also
received CE Mark approval for the first CRM products
built on our new high-reliability platform: the COGNIS™
CRT-D and the TELIGEN™ ICD, which offer significant
advances, including extended hattery life, self-correcting
software and improved programming technology. We
expect FDA approval of both COGNIS and TELIGEN
devices in time for a U.S. launch in the second half of
2008. Upon receiving regulatory approvals, we will also
be launching the first pacemaker product family under
the Bosten Scientific brand, the ALTRUA™ pacemaker
and the ACUITY™ Spiral Left Ventricular lead.

In addition, cur recently upgraded, FDA-approved
LATITUDE® Patient Management Systern now
incorperates enhanced remote monitoring capabilities.
We already have more than 88,000 patients enrolled
in the LATITUDE systern — up from 10,000 in 2006 -
a faster adoption rate than any competing system.

. How will Boston Scientific continue to grow as an
innovative medical device leader when expenses are
being cut in areas such as R&D?

There have been cuts in R&D, but you have to put themn
in perspective. When | started here about eight years
ago, we were investing $200 million a year; in 2008,
our internal R&D investment will be $1 billion. This is in

addition to our investments in external innovation.

( A

Investment in Research & Development

$1,091

2003 2004 2003 2006 2007

- In millions J

Q. What are some potential R&D synergies hetween

Boston Scientific's husiness units?

We have a rich slate of technologies and experience to
draw on: catheters, CRM, Neuromodulation and drug-
device combinations like DES. One synergy we're already
exploring is tools for left ventricular access, for example,
using catheter-based technologies to place a lead into
the venous system on the left ventricular side. We're
also researching a catheter-based therapy using rmicro-
electronics for obesity and overactive bladder. Another
possibility for synergy is catheter delivery of micro-
electronic seeds to appropriate sites in the heart to
generate multi-site pacing. This has many potential
applications for the treatment of heart disease. For our
electrophysiology customers, we're alsc developing
novel catheter ablation technologies for the treatment

of atrial fibrillation.
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Understanding Micrqele

Boston Scientific's microelectronic devices for ca
management offer life-sustaining heip for patients, drama
and enabling chronic pain sufferers to return to normal life.
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n addition to ICDs and pacemakers, Baston Scientific also offers cardiac re
ieart failure, the gradual weakening of the heart, by sending small eleciric

5
f

ctronic Technologies

rdiac rhythm management (CRM) and pain
tically reducing the odds of sudden cardiac death

Saving lives through cardiac :rhythm managemen

mplantable cardioverter defibrillators {ICOs) use electrical
impulses to control the dangerously fast heart rates that lead
sudden cardiac arrest. ICDs dramatica‘lly increase survival rateg
for those at risk: without an ICD, statistics show that only ane i
20 patients will survive an episode of sudden cardiac arrest. W
an ICD, 19 of 20 will live.

The ICD with one or two leads continbously monitors heart rate

The ICD sends small efectrical signals ta the heart to restore a
normal rate.

If the heart rate is dangerously fast, the ICD sends a higher-ene
shack to slow heart rate. ‘

If the heart rate is too slow, the ICD dan perform like a pacemak|
to sustain a normal heart rate.

Relieving chronic pain withoPt medication

Spinal cord stimulation {SCS) relieves back and trunk pain by
using electrical impulses ta mask pain signals traveling to the
brain. For patients suffering from chrgnic, dehilitating pain, SC3
¢an bring life-changing relief.

Pain signals travel alang the spinal cord to the brain.

~ A small, rechargeable Implantable Pylse Generator (IPG)
praduces electrical impulses that trabel along one or two
small wires called leads.

The electrical impulses are deliverad to spacific locations on
the spinal cord to mask pain signals.

The masked signals then travel 1o the brain, where they are ofte

perceived as @ smooih, tingling sensation {called paresthesia)
|

instead of pain.

ynchronization therapy {CRT) devices that treat
| signals to the left and right ventriclés to help the

igart pump maore efficiently. CRTs alsg are available with defibrillator {CRI-
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ITEM 1. BUSINESS
The Company

Boston Scientific Corporation is a worldwide developer, manu-
facturer and marketer of medical devicas that are used in a broad
range of interventional medical specialties including interventional
cardiology, cardiac thythm management, peripheral interventions,
electrophysiology, neurovascular intervention, oncology, endos-
copy, urology, gynecology and neurornodulation. When used in
this report, the terms “we,” “us,” “our”
mean Boston Scientific Corporation and its divisions and sub-
sidiaries.

Since we were formed in 1979, we have advanced the practice of
less-invasive medicine by helping physicians and other medical
professionals treat a variety of diseases and improve patients’
quality of life by providing alternatives to surgery and other medical
procedures that are typically traumatic to the body. Some of the
uses of our products include: snlarging narrowed blood vessels to
prevent heart attack and stroke; clearing passages blocked by
plague to restore blood flow; detecting and managing fast, slow or
iregular heart rhythms; mapping etectrical problems in the heart;
opening obstructions and bringing relief to patients suffering from
various forms of cancer; performing biopsies and intravascular
ultrasounds; placing filters to prevent blood clots from reaching
the lungs, heart or brain; treating urological, gynecological, renal,
pulmonary, neurovascular and gastrointestinal diseases; and
modulating nerve activity to treat chronic pain.

Our history began in the late 1960s when our co-founder, John
Abele, acquired an equity interest in Madi-tech, Inc., a research
and development company focused on developiing alternatives to
surgery. Medi-tech introduced its initiallproducts in 1989, a family
of steerable catheters used in some of the first less-invasive
procedures performed. In 1979, John Abele joined with Pete
Nicholas to form Boston Scientific Corporation, which indirectly
acquired Medi-tech. This acquisition began a period of active and
focused marketing, new product development and organizational
growth. Since then, our net sales have increased substantially,
growing from $2 million in 1979 to approx:mately $8.4 billion in
2007.

Our growth has been fueled in part by strategic acquisitions and
alliances designed to improve our ability to take advantage of
growth opportunities in the medical device industry. Qur 2006
acquisition of Guidant Corporation, a world leader’in the treatment
of cardiac disease, enabled us to become a major provider in the
$10 billion global cardiac rhythm management {CRM} mar-
ket, enhancing our overall competitive position and long-term

and “the Company”

growth potential and further diversifying our product portfolio.
This acquisition has established us as one of the world’s largest
cardiovascular device companies and a global lsader in micro-
electronic therapies. This and other acquisitions have helped us
add promising new technologies to our pipeline and to offer one
of the broadest preduct portfolios in the world for use in less-
invasive procedures. We believe that the depth and breadth of
our product portfolic has also enabled us to compete more effec-
tively in, and better absorb the pressures of, the current
healthcare environment of cost containment, managed care, large
buying groups, government contracting and hospital con-
solidation.

Information including revenues, profits and total assets for each
of our business segments, as well as by geographical.area,
appears in Note P—Segment Reporting to our 2007 consolidated
financial statements included.in Item 8 of this Form 10-K.

The Drug-Eluting Stent Opportumty

QOur broad, innovative preduct offerings have enablad us to
become a leader in the interventional cardiology market, ThIS
leadership is due in large part to our coronary stent product offer-
ings, Coronary stents are tiny, mesh tubes used in the treatment
of coronary artery disease, which are implanted in patients to
prop open arteries and facilitate blood flow to and from the heart.
We have further enhanced the outcomes associated with the use
of coronary stents, particularly the processes that lead to reste-
nosis, {the growth of neocintimal tissue within an artery after
angioplasty and stenting), through dedicated internal and external
product development and scientific research of drug-eluting stent
systems. Since its U.S. launch in March 2004 and its faunch in
our Europe and Inter-Continental markets in 2003, our proprietary
polymer-basad paclitaxel-eluting stent technology for reducing
coronary restenosis, the TAXUS® Expressi™ coronary stent
system, has become the worldwide leader in the drug-eluting
coronary stent market. In'addition, we now have access to a
second drug-eluting coronary stent program, which complements
our existing TAXUS stent.system. Duringwthe,fourth quarter of
20086, we initiated a-iimited-launch of the PROMUS™ everolimus-
eluting coronary stent system, which is a private-labeled
)(IENCE"‘I V drug-eluting stent system supplled to us by Abbott
Laboratorles in  certain European’ countrles and, during

‘2007, expanded our {aunch in Europe, as well as’in key countries

in other regions. In June 2007 Abbott submitted the final module
of a pre-market approval (PMA} appl:catmn to the FDA seeking
approval in the U.S. for’ both the XIENCE V and PROMUS stent
systems. In Noverber 2007, the FDA advisory panel reviewing
Abbott's PMA submission voted to recommend the stent
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systems for approval. Following FDA approval, which Abbott is
expecting in the first half of 2008, we plan to launch the
PROMUS™ stent system in the U.S.

We continue to enhance our product offerings in the drug-eluting
stent market. We successfully launched our next-generation drug-
eluting stent product, the TAXUS® Liberté® stent system, during
20065 in our Europe and Inter-Continental markets, and expect to
launch the product in the U.S, in the second half of 2008, subject
to regulatory approval. The Liberté coronary stent is designed to
further enhance deliverability ‘and conformability, particularly in
challenging lesions.

Our U.S. TAXUS® stent system sales decreased in 2007 relative
to 2008, due in part to a decline in the size of the U.S. market
following recent uncertainty regarding the perceived risk of late
stant thrombosis' following the use of drug-eluting stents.
However, we believe that recent data addressing this risk and
supporting the safety of drug-eluting stent systems could pos-
itively affect the size of the drug—eluiing stent market, as referring
cardiologists regain confidence in this technology.

The Cardiac Rhythm Management Opportunity

As a result of our 2006 acquisition of Guidant, we now develop,
manufacture and market products that focus on the treatment of
cardiac arrhythmias and heart failure. Natural electrical impulses
stimulate the "heart’s chambers to pump blood. In healthy
individuals, the slectrical current causes the heart to beat at an
appropriate rate and in synchrony. We manufacture a variety of
implantable devices that monitor the heart and deliver elactricity

to treat cardiac abnormalities, including:

» Implantable cardiac defibrillator (ICD} systems used to detect
and treat abnormally fast heart rhythms (tachycardia) that
could result in sudden cardiac death, including implantable
cardiac resynchronization therapy gefibrillator {CRT-D} sys-
tems used to treat heart failure; and

» Implantable pacemaker systems used to manage slow or
irregular heart' rhythms (bradycardia), including implantable
cardiac resynchronization therapy pacemaker {CRT-P) sys-
tems used to treat heart failure.

Tachycardia {abnormally fast or chaotic heart rhythms} prevents
the heart from pumping blood efficiently and can lead to sudden
cardiac death. ICD systems (defibritlators, leads, programmers,
our LATITUDE® Patient Management System and accessories)
monitor the heart and deliver electrical energy, restoring a normal

1Late stent thrombosis is the formation of a clot, or thrombus, within the stented
area one year ar more after implantation of the stent,

rhythm. Our defibrillators deliver tiered therapy—a staged pro-
gression from lower intensity pacing pulses designed to correct
the abnormal rhythm to more aggressive shocks to restore a
heartheat.

Heart failure {the heart’s inability to pump effectively} is a debilitat-
ing, progressive condition, with symptoms including shortness of
breath and extreme fatigue. Statistics show tha:t one in five
persons die within the first year of a heart failure diagnosis, and
patients with heart failure suffer sudden cardiac death at six to
nine times the rate of the general population. The condition is
pervasive, with approximately five million people in the U.S,
affected.

Bradycardia (slow or irregutar heart rhythms) often results in a
heart rate insufficient to provide adequate blood flow throughout
the body, creating symptoms such as fatigus, dizziness and faint-
ing. Cardiac pacemaker systems (pulse generators, leads,
programmers and accessories) deliver electrical energy to stim-
ulate the heart to beat more frequently and regularly. Pacemakers
range from conventional single-chamber devices to more
sophisticated adaptive-rate, dual-chamber devices.

Our ramote monitoring system, the LATITUDE® Patient Manage-
ment System, may be placed in a patient's home {at their
bedside) and reads implantable device information a‘t times speci-
fied by the patient’s physician. The communicator then transmits
the data to a secure Internet server where the physician (or other
qualified third party} can access this medical information anytime,
anywhere. In addition to automatic device data juploads, the
communicator enables a daily confirmation of the patient’s device
status, providing assurance the device is operating properly.
Available as an optional component to the system is the LAT-
ITUDE Weight Scale and Blood Pressure Monitor! Weight and
blocd pressure data is captured by the communicator and sent to
the secure server for review by the patient’s physician (or other
qualified third party). In addition, this weight and bllood pressure
information is available immediately to patients in their home to
assist their compliance with the day-to-day and home-based heart
failure instructions prescribed by their physician.

Strategic Initiatives

In 2007, we announced several new initiatives |designed to
enhance short- and long-term shareholder value, including:

- the restructuring of several businesses and product franch-
ises in order to leverage resources, strengthen competitive
positions, and create a more simplified and efficient business
model;
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» the sale of five non-strategic businesses, including our Audi-
tory, Cardiac Surgery, Vascular Surgery, Venous Access and
Fluid Management businesses; and

« significant expense and head count reductions.

Our goal is to better align expenses with revenues, while
preserving our ability to make needed investments in quality,
ressarch and development projects, capital and our people that
are essential to our long-term success. We expect these ini-
tiatives to help provide better focus on our core businesses and
priorities, which will strengthen Boston Scientific for the future
and position us for increased, sustainable and profitable sales
growth. Each of these initiatives are described maore fully in our
Management's Discussion and Analysis included in Item 7 of this
Form 10-K.

Business Strategy

Our mission is to improve the quality of patient care and the
productivity of healthcare delivary through the development and
advocacy of less-invasive medical devices and procedures. We
believe that the pursuit of this mission will enhance shareholder
value. We intend to accomplish our mission through the
continuing refinement of existing products and procedures and
the investigation and development of new technologies that can
reduce risk, trauma, cost, procedure time and the need for after-
care. Our approach to innovation combines internally developed
products and technologies with those we obtain externally
through acquisitions and alliances. Our research and development
program is largely focused on the development of next-genaration
and novel technology offerings acrcss muitiple programs and
divisions. Key elements of our overall business strategy include
the following:

Product Quality

Our commitment to quality and the success of our quality
objectivas are designed to build customer trust and loyalty, This
commitment to provide quality products to our customers runs
throughout our organization and is one of our most critical busi-
ness objectives. In order to strengthen our corporate-wide quality
controfs, we established Project Horizon, a cross-functional ini-
tiative to improve and harmonize our cverall quality processes and
systems. Under Project Horizon, we have made an overarching
effort to elevate quality thinking in all that we do. In 2007, we
made significant improvements to our quality systems, including
in the areas of field action decision-making, corrective and pre-
ventative actions, management controls, process validations and
complaint management systems. We also engaged a third party

to audit our corporate-wide quality systems as we strive to
improve those systems continuously, In addition, our Board of
Directors has created a Compliance and Quality Committee to
menitor our compliance and quality initiatives. Our quality policy,
applicable to all employees, is | improve the quality of patient
care and all things Boston Scientific.” This personal commitment
connects our people with the vision and mission of Boston Scien-
tific.

Innovation

We are committed to harnessing technolegical innovation through
a mixture of tactical and strategic initiatives that are designed to
offer sustainable growth in the near and long term. Combining
internally developed products and technologies with those
obtained through our acquisitions and alliances allows us to focus
on and deliver products currently in our own research and
development pipeline as well as to strengthen our technology
portfolio by accessing third-party tachnologies.

Clinical Excellence

Qur commitment to innovation is demonstrated further by our
clinical capabilities. Qur ¢linical groups focus on driving innovative
therapies aimed at transforming the practice of medicine. Qur
clinical teams are organized by therapeutic specialty to better
support our research and development pipeline. During 2007, our
clinical organization planned, initiated and conducted an
expanding series of focused clinical trials that support regulatory
and reimbursement requirements and demonstrated the safe and
effective clinical performance of critical products and tech-
nologies.

Product Diversity

We offer products in numerous product categories, which are
used by physicians throughout the world in a broad range of
diagnostic and therapeutic procedures. The breadth and diversity
of our product lines permit medical specialists and purchasing
organizations to satisfy many of their less-invasive medical device
requiremants from a single source, - .

Operational Excellence

We are focused on continuously improving our supply chain
effactivenass, strengthening our manufacturing processes and
increasing operational efficiencies within our organization. By
shifting glebal manufacturing along product lines, we are able to
leverage our existing resources and concentrate on new product
development, including the enhancement of existing products,
and their commercial launch. We are implementing new systems
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designed to provide improved ‘quality and reliability, service,
greater- efficiency and lower supply chain costs. We have sub-
stantially increased our focus on process controls and validations,
supplier controls, distribution controls and providing our oper-
ations teams with the training and tools necessary to drive
continuous improvement in product quality. In 2007, we also
focused on examining our operations and general business activ-
ities to identify cost-improvement opportunities in order to
enhance our operational effectiveness. We intend to continue
these efforts in 2008.

Cu_s‘:amer Focused Marketing

We consistently strive to understand and exceed the expect-
ations of our customers. Each of our business groups maintains
dedicated sales forces and marketing-teams focusing on physi-
cians who specialize in the diagnosis and treatment of different
medical conditions. We believe that this focused disease state
management enables us to develop highly knowledgeable and
dedicated sales representatives and to foster close professional
relationships with physicians.

Active Participation in the Medical Cammuniq

We believe that we have positive working relationships with
physicians and others in the medical industry, which enable us to
gain a detailed understanding of new therapeutic and diagnostic
alternatives and to respond quickly to the changing needs of
physicians and their patients. Active participation in the medical
community contributes to physician understanding and adoption
of less-invasive techniques and the expansion of these tech-
niques into new therapeutic and diagnostic areas.

Corporate Culture

We believe that success and leadership evolve from a motivating
corporate culture that rewards achievement, respects and values
individual employees and customers, and focuses on quality,
patient care, integrity, technology and service. This high perform-
ance culture-has embraced an intense focus on quality, and now
places quality at the top of its priorities. We believe that our
success is attributable in large part to the high caliber of our
employees and our commitment to respecting the values on
which we have based our success.

Reséa_rcb, and Development

Our investment in research and dsvelopment is critical to driving
our future growth. We have directsd our development efforts
toward regulatory compliance and innovative technologies
designed to expand current markets or enter new markets. We

belisve that streamlining, prioritizing and coordinating our
technology pipsline and new product development activities are
assential to our ability to stimulate growth and maintain leader-
ship positions in our rmarkets. Our approach to |new product
design and development is'through focused, cross-functional
teams. We believe that our formal process for technology and
product development aids in our ability to offer innovative and
manufacturable products in a consistent and tirlhely manner.
Involverment of the research and development. clinical, guality,
regulatory, manufacturing and marketing teams [early in the
process is the cornerstone of our product develapment cycle.
This collaboration allows these teems to concentrate resources
on the most viable and clinically relevant new products and
technologies and bring them to market in a timely manner. In
addition to internal development, wa work witthundreds of
leading research institutions, universities and c!inicia‘ s around the
world to develop, evaluate and clinically test our products.

We believe our future success will depend upon thF strength of
these devslopment efforts. In 2007, we expended $1.091 billion
on research and development, representing approximately 13
percent of our 2007 net sales. Ou/ investment in research and
development reflects:

+ regulatory compliance and clinical research} particularly
relating to our next-gengration stent and CRM platforms and
other development programs obtained through our acquis-
itions; and

» sustaining engineering efforts which factor customer for
“nost market”) feedback into continuous improvement
sfforts for currently marketed products.

Acquisitions and Alliances

Since 1995, we have undertaken a strategic acquisition program
to assemble the lines of business necessary to achieve the critical
mass that aliows us to Fontinua to be a leader injthe medical
device industry. Our 2007 acquisitions included the fallowing:

« EndoTex Interventional Systems, Inc., a developer of stents
used in the treatment of stenotic lesions inj the carotid
arteries, intended to expand our carotid artery disease portfo-
lio; .

» Remon Medical Technologies, Inc., a development-siage
company focused on creating communication technology for
medical device applications, intended to expand our sensor
and wireless communication technology portiolic and
complement our CRM product line; and
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« Celsion Corporation's Prolieve® Thermodilatation System,
technology for treating symptomatic benign prostatic hyper-
plasia (BPH), intended to expand our technology portfolic
used to treat urologic conditions.

Our investment portfolio includes investments in both publicly
traded and privately held companies., Many of these alliances
involve complex arrangements with third parties and some
include the option to purchase these companies at
pre-established future dates, generally upon the attairment of
performance, regulatory andfor revenue milestones These
arrangements allow us to evaluate new technologiés prior to
acquiring them. We expect that we will continue to focus
selectively on acquisitions and alliances in order to provide new
products and technology platforms to our customers, including
making additional investments in several of our existing strategic
relationships.

Products

Our products are offered for sale principally by three dedicated
business groups—Cardiovascular tincluding our Interventional
Cardiology, CRM and Cardiovascular businesses), Endosurgery
lincluding our Endoscopy and Urology/Gyneccology businesses,
and until February 2008, included our Oncology business) and
Neuromodulation {including our Pain Management business, and,
until January 2008, included our Auditory business). In February
2008, we completed the sale of our Venous Access franchise,
previously part of our Oncology business, along with ou- Fluid
Management business, and integrated our remaining On-ology
franchises into other business units. In addition, in January 2008,
we complated the sale of a controlling interest in our Auditory
business, along with our drug pump development pragram, to
entities  affiliated with the former principal shareholders of
Advanced Bionics Corporation. Qur Cardiovascular organization
focuses on products and technologies for use in interventional
cardiology, cardiac rhythm management, peripheral interventions,
electrophysiology, neurovascular, and, until January 2008, cardiac
surgery and vascular surgery procedures. In January 2008, we
completed the sale of our Cardia¢ Surgery and ngscular Surgery
businesses. During 2007, we derived 78 percent of our net sales
from our Cardiovascular businesses, approximately 18 percent
from cur Endosurgery businesses and approximately four peicent
from our Neuromodulation business.

The following section describes certain of our Cardiovascular,
Endostrgery and Neuromodulation offerings as of Cecember 31,
2007, before the divestitures of certain of our businesses:

Cardiovascular

Coronary Stent Business
Drug-Eluting Stents

We are the market lsader in the worldwide drug-eluting stent
market. We market our TAXUS® Express?™ paclitaxel-sluting
coronary stent system principally in the U.S. and Japan. We also
market our second-generation coronary stent, the TAXUS® Lib-
erté® stent system, in our Europe and Inter-Continental markets.
We expact to launch the TAXUS Liberté coronary stent system in
the U.5. in the second half of 2008, subject to regulatory appro-
val. In Dacember 2007, we received CE Mark approval for the use
of the TAXUS® Liberté® stent system in diabstic patients, and, in
May 2007, we received CE Mark approval for our TAXUS Liberté
Long stent, a specialty stent designed for more efficient stenting
of long lesions.

fn the fourth quarter of 2006, we began marketing our PROMUS™
everolimus-eluting coronary stent system in certain of our Europe
and Inter-Continental countries, expanding our drug-eluting stent
portfolio to include two distinct drug platforms. We expect to
launch the PROMUS stent system in the U.5. in the first half of
2008, subject to regulatory approval. We also expect to launch an
internally developed and manufactured next-generation
everclimus-based stent system in Europe in late 2009 or early
2010 and in the U.S. in late 2012 or early 2013. In addition, we
have commenced clinical trials for our tﬁird-generation paclitaxel-
eluting stent, the TAXUS® Element™ platinum chromium
coronary stent system. In July 2007, we announced the first
implant of the TAXUS Element stent system.

Bare-Metal Stents

We offer our Liberté bare-metal coronary stent system globally.
The Liberté coronary stent system serves as the platform for our
second-generation paciitaxel-eluting stent system, the TAXUS
Liberté coronary stent system. The Liberté bare-metal coronary
stent system is designed to enhance deliverability and conform-
ability, patticularly in challenging lesions. We are also developing a
bare-metal version of the TAXUS Element coronary stent system.

Cardiac Surgery and Vascular Surgery

Cardiac surgery devices are used to perform endoscopic vessel!
harvesting, cardiac surgical ablation and less-invasive coronary
artery by-pass surgery. Vascular Surgery devices include abdomi-
nal, thoracic and peripheral vascular grafts for the treatment of
aortic aneurysms and dissections, peripheral vascular occlusive
diseases and dialysis access. In connection with our strategic
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initiatives, we identified these businesses as non-strategic and, in
January 2008, completed the sale of our Cardiac Surgery busi-
ness {acquired with Guidant} and Vascular Surgery busuness 10
the Getinge Group of Sweden.

Coror_mry Revascularization .

We market a broad line of products used to treat patients with
atherosclerosis.  Atherosclerosis,. a principal cause of coronary
artery cbstructive disease, is.characterized by a thickening of the
walls of the coronary arteries and a narrowing of arterial lJumens
{openings) caused by the progressive development of deposits of
plaque. The ‘majority of our products in .this ‘market are used in
percutaneous translumninal coronary -angioplasty {(PTCA) proce-
dures -and include bare-metal and. drug-eluting stent systems,
PTCA balloon catheters, such as the Maverick® balloon cathster;
the Cutting Balloon® microsurgical dilatation device; rotational
atherectomy systems; guide wires; guide catheters and diag-
nostic catheters. We also market a broad line of fluid delivery
sets, prassdre monitoring systems, custom kits and accessories
that enable the injection of contrast and saline or otherwise facili-
tate cardiovascular procedures. '

Intraluminal Ultrasound I magmg

We markst a famuly of intraluminal catheter—dlrected ultrasound
imaging catheters and systems for use in coronary artenes_and
heart chambers as well as certain periphe'ral'systems. The iLab®
Uitrasound Imaging System, launched in the U.S. in 2006, con-
tinues as our f!agshlp console and :s compatible with our full line
of imaging catheters. This system enhances the diagnosis and
treatment of blocked vessels and heart disorders. In 2007, we
received approval for the sale of the iLab imaging system in Japan
and other international markets. ,

+ s

Embolic Protection

Our FilterWire EZ™ Embolic Protection Sys'tern. is a low profile
filter designed to capture embolic material that may become
dislodged during a procedure, which could otherwise travel into
the microvasculature where it could cause a heart attack or
stroke. it is commercially available in the U.S., Europe and other
international markets for multipte. indications, including ‘the treat-
ment of disease in peripheral, coronary and carotid vessels. It is
also available in the U.S. for the treatment of saphenous vein

grafts and carotid artery stenting proce'dures.‘: o

Peripheral Interventions

P

We sell varlous products designed to treat patients W|th penph-
eral disease (disease which appears in blood vessels other than

in the heart and in biliary strictures), including a broad line of
medical devices used in ‘percutaneous transluminal apgioplasty
and peripheral vascular stenting. Our peripheral product offerings
include vascular access products, balloon catheters, stents and
peripheral vascular catheters, wires and accessories. In the first
quarter of 2008, we began integrating certain products used for
non-vascular intervention, previously part of our Oncology busi-
ness, into our Peripheral Interventions business. We also sell
products designed to treat patients with non- vascu‘ar disease
{disease which appears outside the blood system). Our
non-vascular suite of products includes biliary stents, drainage
catheters, biopsy devices and micro-puncture sets, esigned to
treat, diagnose and palliate various forms of benign and malignant
tumors. We market the PcolarCa'(hTM peripheral dilatation system
used in CryoPIasty® Therapy, an innovative approach to the
treatment of penpheral artery disease: in the lower @ remities. In
January 2007, we completed the acquisition of EndoTex Interven-
tional Systems, Inc., and, in February 2007, launched the
NexStent® Carotid Stent System, a laser-cut, nitinol stent with a
rolled sheet design that enables cone stent size to adapt to
multiple diameters in tapered of non-tapered vessel conflg-
urations.

In the first quarter of 2008, we began integrating. our Peripheral
Interventions business with our Interventional Cardiology busi-
ness undar a single management structure to help create 8 more
integrated business focused on interventional specialists, while
enhancing technology and operational efficiencies.

Neurovascular Intervention

We market a broad line of detachable coils (coated and uncoated},
micro-delivery stents, micro-guidewiires, micro-catheters, guiding
catheters and embolics to neuro-interventional radiologists and
neurosurgeons 1o treat diseases of the neurovascular system. We
market the GDC® Coils {Guglielmi Dstachable Coi‘) and Matrix®
systems to treat brain _aneurysms. We also oﬁer the NeurcForm®
stent for the treatment of wide nack aneurysms |élnd the Wing-
span® Stent System with Gateway® PTA Balloon Catheter, each
under a Humamtanan Deavice Exernption approval granted by the
FDA. The Wingspan Stent System is designed 10" tréat athero-
sclerotic lesions or accumulated plagus in brain arteries. Designed
for the brain's fragile vessels, the Wingspan Stert System is a
self:expanding, nitinol stent sheathed in a delivery system that
enables it to reach and open harrowed arteries in the brain. The
Wingspan Stent System is_currently the only de\}ice available in
the U.S, for the treatment, of intracranial atheros.l:lerotlc disease
{ICAD} and is lndlcated for improving cerebral artery lumen
diameter in patlents with ICAD who are unresponisive to medical
therapy.

BOSTON SCIENTIFIC AND SUBSIDIARIES

I




Electrophysiology

We offer medical-devices for the ciagnosis and treatment of
cardiac arrhythmias {abnormal heartbeats). Included in our product
offerings are RF generators, intracardiac ultrasound and staerable
ablation catheters, as well as a line of diagnostic catheters and
associated accessories. Our leading brands include the Blazer™
cardiac ablation catheter, and the Chilli [i™ cooled ablation cathe-
ter, the first bidirectional cooled-tip catheter available in the U.S.
We also offer a next-generation line of RF generators, the
MAESTRO 3000® Cardiac Ablation System. During 2008, we will
integrate our Electrophysiology business with our CRM business
in order to serve better the needs of electrophysiologists by
creating a more efficient organization.

Cardiac Rhythm Management (CRM)

We offer a variety of implantable devizés that monitor the heart
and deliver electrical impulses to treat cardiac rhythm' abnormal-
ities, including tachycardia and bradycardia. We also offer davices
that treat heart failure by delivering electrical impulses to help the
heart to beat in a more coordinated fashion, A key componant of
mahy of our implantable device systems is our remote LAT-
ITUDE® Patient Management System, which provides clinicians
with information about a patient's device and clinical status
non-invasively via the Internet, allowing for more frequent
monitoring in order to guide treatment decisions.

Our U.5. CRM product offerings include’

» VITALITY®2|CD systems; _

- ENDOTAK RELIANCE® defibrillation leads;

+ CONTAK RENEWAL® 3 RF CRT-D ‘systems';

+ ACUITY™ Steérable left ventricular leads; .

= INSIGNIA® pacing systems;

+ DEXTRUS™ pacing Iéads;

+ LATITUDE® Patient Management System;

~ » LIVIAN™ CRT-D (approved February 2008);and |~

» CONFIENT™ 1CD (approved February 2008). -
Our international CRM product offerings include:

« ENDOTAK RELIANCE® defibriitation leads;

« CONTAK RENEWAL® 3 RF CRT-D systems;

+ INSIGNIA® pacing systems;

» LIVIAN™ CRT-D; and

+ CONFIENT™ ICD.

The year 2007 was characterized by a re-engineering of how we
design, build, test and report on our CRM products. We also saw
continued rapid adoption of our LATITUDE® Patient Management
System; we started the year with 11,500 patients enrolled on the
LATITUDE System and finished 2007 with more than 80,000
patients enrolled. In November 2007, we announced the
industry’s first patient data integration between a CRM remote
monitoring system and a physician’s electronic medical record,
using the LATITUDE System to allow clinicians to access
information from a patient’s ICD device and store this information
within the GE Centricity® Electronic Medical Record (EMR)
system in the form of lab resuits.

In 2007, we launched two new lead sys;téms that connect pulse
generators to the heart — the ACUITY™ Steerable left ventricular
Ieads and the DEXTRUS™ pacing leads. In April 2007, we
recelved regulatory approval for and launched in Japan our
VITALITY® DR ICD system. In addition, in October 2007, we
received CE Mark approval for CONFIENT™, our next-generation
ICD product, and, in December 2007, we received European
approval of LIVIAN™, our next-generétjoh CRT-D device. Further,
in the first quarter of 2008, we received CE Mark approval for our
next—géneration COGNIS™ CRT-D device and our next-genaration
TELIGEN™ ICD system, as well as U.S. FDA approval for CON-
FIENT and LIVIAN, '

Endosurgery

In March 2007, we announced our intent to explore the benefits
that could be gained from operating our Endosurgery group as a
separatsly traded public company that would become a majority-
owned subsidiary of Boston Scientific. In July 2007, we
completed this exploration and determined that the group will
remain wholly owned by Boston Scientific. The following are the
components of our Endosurgery business:

Esophageal, Gastric and Duodenal (Small Intestine) Intervention

We market a broad range of products to diagnose, treat and pal-
liate. a wvariety of . gastrointestinal diseases. and conditions,
including - those affecting the esophagus, stomach and colon.
Common disease states include esophagitis, portal hypertension,
peptic ulcers and esaphageal cancer. Our product offerings in this
area include disposable single and multiple biopsy forceps, bal-
loon dilatation catheters, hemostasis catheters and enteral
feeding devices. We also market a family of esophageal stents
designed to offer improved dilatation force and greater resistance
to tumor in-growth. We offer the Radial Jaw® 4 Single-Use
Biopsy Forceps, which are designed to anable collection of large
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high-quality tissue specimens without.the need to use large
channel therapeutic endoscopes.

Colorectal Intervention

We market a line of hemostatic catheters, polypectomy snares,
biopsy forceps, enteral stents and dilatation cathsters for the
diagnosis and treatment of polyps, inflammatory bowel disease,
diverticulitis and colon cancer. '

Parncreatico-Biliary Intervention

!

We sell a variety of products to diagnose, treat and palliate benign
and malignant strictures of the pancreatico-biliary system (the gall
bladder, common bile duct, hepatic duct, pancreatic duct and the
pancreas) and to remove stones found in the common bile duct.
Qur product offerings include diagnostic catheters used with
contrast media, balloon dilatation catheters and sphincterotomes.
We also market self-expanding metal and temporary biliary stents
for palliation and drainage of the common bile duct. in May 2007,
we announced the worldwide launch of our Spyglass® Direct
Visualization System for direct imaging of the bile duct sys-
tem. The Spyglass system is the first single-operator
cholangioscopy device that offers clinicians a direct visualization
of the bile duct system and includes supporting devices for tissue
acquisition, stone management and lithotripsy.

Pulmonary Intervention

We market devices to diagnose, treat and palliate diseases of the
pulmonary system. Qur product offerings include pulmonary
biopsy forceps, transbronchial aspiration needles, cytology
brushes and tracheobronchial stents used to dilate strictures or
for tumor management.

Urinary Tract Intervention and Bladder Disease

We sell a variety of products designed primarily to treat patients
with urinary stone disease, including: ureteral dilatation balloons
usad to dilate strictures or openings for scope access; stone
baskets used to manipulate or remove stonss; intracorporeal
shock wave lithotripsy devices and holmium laser systems used
to disintegrate stones; ureteral stents implanted temporarily in
the urinary tract to provide short-term or long-term drainage; and
a wide variety of guidewires used to gain access to specific sites.
We have also developed other devices to aid in the diagnosis and
treatment of bladder cancer and bladder obstruction.

Prostate Intervention

We currently market electro-surgical resection devices designed
to resect large diseased tissue sites for the treatment of banign
prostatic hyperplasia (BPH). We also market disposable needle

biopsy devices, designed to take core prostate biopsyjsamples. In
June 2007, we purchased Celsion Corporation’s Prolieve®
Thermodilatation  System, a  transurethral | microwave
tharmotherapy system for the treatrnent of BPH, which we had
previously distributed for Celsion. In addition, we distribute and
market the DuoTome™ SideLite™ holmium laselr treatment
system for treatment of symptoms associated with BPH.

Pelvic Floor Reconstruction and Urinary Incontinence

We market a line of less-invasive devices to treat famale pelvic
floor conditions in the areas of stress urinary incontinence and
pelvic organ prolapse. These devices include ajfull line of
mid-urethral sling products, sling materials, grart materials,
suturing devices and injectables. We have exclusive U.S. dis-
tribution rights to the Coaptite® Injectable Implant, a next-
generation bulking agent, for the treatment of stress urinary
incontinence. '

Gynecology

We also market other products in the area of wo men's health.
Our Hydro ThermAblator® System offers a | less-invasive
technotogy for the treatment of excessive utering bleeding by
éblating the lining of the uterus, the tissue responsible for men-
strual bleeding.

anology

In 2007, we marketed a broad line of products designed to treat,
diagnose and palliate various forms of benign and malignant
tumors. Our suite of products includes microcatheters, embolic
agents and coils designed to restrict bicod supply to targsted
sites, as well as radiofrequency-based therapeutic ?evices for the
ablation of various forms of soft tissue lesions {tumors). Also
included in our oncology portfolic during 2007 was a complete
line of venous access products, used for infusion therapy. In
February 2008, we sold our Venous Access francl}ise. as wall as
our Fluid Management business to Avista Capital Partners. In the
first quarter of 2008, we hegan integrating jour remaining
Oncology franchises into other business units. We incorporated
our Radiofrequency Tumor Ablation franchise intolour Endoscopy
business; our Peripheral Embelization franchise into our Neuro-
vascular business: and our Non-Vascular Intervention franchise
into our Peripheral Interventions business, which is part of our
Cardiovascular business group.

Neuromodulation

Pain Management

We market the Precision® Spinal Cord Stimulation (SCS) System
for the treatment of chronic pain of the lower back and legs. This
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system delivers advanced pain management by applying a small
electrical signal to mask pain signals traveling from the spinal cord
to the brain. The Precision Systemn utilizes a rechargeable battery
and features a patient-directed fitting system for fast and effec-
tive programming. The Precision System is also being assessed
for use in treating sources of other peripheral pain. In July 2007,
we launched our new Precision Plus™ SCS Systern, the vrorld’s
smallest rechargeable SCS neuromodulation device for the treat-
ment of chronic pain of the trunk, back and limbs.

Cochlear Implants

In 2007, we developed and marketed in the U.S., Europs and
Japan the HiResolution® 90K Cochlear Implant System to restore
hearing to the profoundly deaf. We also offered our next-
generation cochlear implant technology, the Harmony™
HiResolution Bionic Ear System. In January 2008, we sold a
controlling interest in our Au&litory business and drug Jump
development 'pr'ogram to the principai former shareholders of
Advanced Bionics Corporation. We retained and continue to
operate the Pain Management business and emerging indications
development program acqui}ed with Advanced Bionics in 2004.

Marketing and Sales

A dedicated sales force of approximafely 2,200 individuals in
approximately 45 countries internationally, and over 3,700
individuals in the U.S. marketed our products worldwide s of
December 31, 2007. Sales in countries where we have direct
sétes‘organizations accounted for approximataly 94 percent o our
net sales during 2007. A network of distributors and dealers who
offer our products worldwide accounts for our remaining sales.
We will continue to leverage our infrastructure in markets where
commercially appropriate and use third parties in those marcets
where it is not economical or strategic to establish or maintain a
direct presence. We also have a dedicated corporate safes arga-
nization in the U.S. focused principally on selling to major buving
groups and integrated healthcare networks. -

In 2007, we sold our products to over 10,000 hospitals, clinics,
outpatient facilities and medical offices. We are not dependent on
any single institution and no single institution accounted for more
than ten percent of our net sales in 2007. However, large group
purchasing organizations, hospital networks and other buying
groups have become increasingly important to ‘our business and
represent a substantial portion of our U.S. net sales.

We also distribute certain products for third parties, including an
introducer sheath and certain guidewires, various graft materials,
and pneumatic and laser lithotripters for use in connection with

urology and gynecology procedures. Employing our sales and
marketing strength, we expect to continue to seek new oppor-
tunities for distributing complementary products as well as new
technologies.

International Operations

Internationally, during 2007, we operated through three businass
units divided among the geographic regions of Europe, Asia
Pacific and Inter-Continental. Maintaining and expanding our
international presence is an important compenent of our long-
term growth plan. Through our international presence, we seek to
increase net sales and market share, leverage our relationships
with leading physicians and their clinical research programs,
accelerate the time to bring new products to market, and gain
access to worldwide technological developments that we can
implement across our product lines. After- our acquisition of
Guidant, we integrated Guidant's international sales operations
into our geographic regions. Consistent with our geographic
focus, the Guidant CRM business became a business unit within
each country organization across Europe, Asia Pacific and Inter-
Continental. In the first quarter of 2008, we began operating
through two international business units: EMEA, consisting of
Europe, Middle East and Africa; and inter-Continental, consisting
of Japan, Asia Pacific, Canada and Latin America. This reorganiza-
tion is designed to allow for better leverage of infrastructure and
resources as well as restored competitiveness.

International sales accountad for approximately 41 percent of our
net sales in 2007. Net sales and. operating income attributable to
our 2007 geagraphic regions are presented in Note P—Segment
Reporting to our 2007 consolidated financial statements:included
in 1tem 8 of this Form 10-K.

We have five international manufacturing facilities in Ireland, ‘one
in Costa Rica and one in Puerto Rico. Presently, approximately 22
percent of our products sold worldwide areé manufactured at
these facilities. We also maintain an intarnational research and
development facility in Ireland, a training facility in Tokyo, Japan,
and a training and research and development center in Miyazaki,
Japan. Through April of 2008, we will continue to share a training
facility with Abbott in Brussels, Belgium, and will then move to
our own international training facility in Paris, France.

Manufacturing and Raw Materials

.

We design and manufacture the majority of our products in
technology centers around the world. Many components used in
the manufacture - of our products are readily fabricated from
commonly available raw materials or off-the-shelf items available
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from multiple supply sources. Certain items are custom made to
meet our specifications. We believe that in most cases,
redundant capacity exists at our suppliers and that alternative
sources of supply are available or could be developed within a
reasonable period of time. We also have an on-going program to
identify single-source components and to develop alternative
back-up supplies. However, in certain cases, we may not be able
to quickly establish additional or replacement suppliers for
specific components or materials, largely due to the regulatory
approval system and the complex nature of our manufacturing
processes and those of our suppliers. A reduction or interruption
in supply, an inability to develop and validate alternative sources if
required, or a significant increase in the price of raw materials or
components could adversely affect our operations and financial
condition, particularly materials or components related to our
TAXUS® and PROMUS™ drug-eluting coronary stent systems and
our CRM products.

Quality Assurance

N

On December 23, 2005, Guidant received an FDA warning letter
citing certain- deficiencies with respect to its manufacturing
quality systems and record keeping procedures in its CRM facility
in St. Paul, Minnesota. In April 2007, following FDA reinspections
of our CRM facilities, we resolved-the warning letter and all
associated restrictions wera removed.

On January 26, 2006, legacy Boston Scientific received a corpo-
rate warning letter from the FDA notifying us of serious regulatory
problems at three of our facilities and advising us that our
corporate-wide corrective action plan relating to three site-specific
warning letters issued to us in 2005 was inadequate. As stated in
this FDA warning letter, the FDA may not grant our requests for
exportation certificates to foreign governments or approve PMA
applications for class lll devices to which the quality control or
current good manufacturi'ng practices deficiencies described in
the letter are reasonably refated until the deficiencies have been
corrected. ' '

In order to strengthen our corporate-wide gquality controls, we
established Project Horizon, a corporate-wide cross-functional
initiative to improve and harmonize our overall- quality processes
and systems. As part of Project Horizon, we made modifications
to our management controls, process validation, corrections and
removals, distribution and product control, corrective and pre-
ventive actions, and complaint management systems. .Project
Horizon resuited in the reallocation of internal employee and
management resources to guality initiatives, as well as
incremental spending, resulting.in adjustments to product launch

schedules of certain products and the decision tof discontinue
cartain other product lines over time. Project Horizon ended &s a
formal program on December 31, 2007 and we transferred all
open projects to sustaining organizations. We |have since
implemented the Quality Master Plan to drive continuous
improvement in compliance and quality performance. In addition,
our Board of Directors has created a Compliance and Quality
Committee to monitor our compliance and quality initiatives. Qur
quality policy, applicable to all employees, is. “I [improve the
quality of patient care and all things Boston Scientific.” This
personal commitment connects our people with the vision and
mission of Boston Scientific. '

We believe we have identified solutions to the quality issues cited
by the FDA, and continue to make progress |n transitioning our
organization to implement those solutions. We engaged a third
party to audit our enhanced quality systems in order'to assess our
corporate-wide compliance prior to 'reinspection byithe FDA. We
compléted substantially all of these third-party audits during 2007
and, in February 2008, the FDA commenced its reinspection of
certain of our facilities. We believe that these| reinspections
represent a critical step toward the resolution of{the corporate
warning letter. ¥

In addition, in August 2007, we received a warning letter from the
FDA regarding the conduct of clinical investigati?ns associated
with our abdominal aortic aneurysm (AAA) program acquired from
Trivascular, Inc. We are taking corrective action and have made
certain commitments to the FDA regarding the conduct of our
clinical trials. We terminated the TriVascular AAA program in 2006
and do not believe the recent warning letter will have an impact
on the timing of the resolution of our corporate warning letter.

Wse are committed to providing high quality products to our
customers. To meet this commitment, we have implamented
updated quality systems and concepts throughout our orga-
nization. Qur quality system starts with the| initial product
specification and continues through the design of the product,
component specification process and the manufacturing, sales
and servicing of the product. Our quality systenf\ is intended to
build in quality and process control and to utilize continuous
improvgmant concepts throughout the product |life. These sys-
tems are designed to enable us to satisfy the quality system
regulations of the FDA with respect to products|sold in the U.S,
Many of our operétions are certified under ISO 8001, SO 8002,
SO 13485, ISO 13488, EN 46001 and EN 46002 international
quality system standards. 1SO 9002 requires, among other items,
an implemented quality system that applies to campenent quality,
supplier control and manufacturing operations. |In addition, 1SO
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9001 and EN 46001 require an implemented guality system that
applies to product design. These certifications can be obtained
only after a complete audit of a company’s quality system by an
independent outside auditor. Maintenance of these cenrtifications
requires that these facilities undergo pariodic re-examination.

We maintain an ongoing initiative to saek 1ISO T4001 certification
at our plants around the world. ISO 14001, the environmental
management system standard in the 1SO 14000 series, provides
a voluntary framework to identify key environmental aspects
associated with our businesses. We engage in continuous envi-
ronmental performance improvement around these aspects. At
present, nine of our manufacturing and distribution facilities have
attained ISO 14001 certification. We expect to continue this ini-
tiative until each of our manufacturing facilities, including those
we acquire, becomes certified.

Competition

We encounter significant competition across our product lines
and in each market in which we sell our products from various
companies, some of which may have greater financial and
marketing resources than we do. Our primary compstitors have
historically included Johnson & Johnson (including its subsidiary,
Cordis Corporation) and Medtronic, Inc. {including its subsidiary,
Medtronic AVE, inc.), as well as a wide range of companies that
sell a single or limited number of competitive products or partic-
ipate in only a specific market segrment. Since we acquired
Guidant, Abbott has become a primary compaetitor of ours in the
interventional cardiology market and we now compete with St.
Jude Madical, In¢. in the CRM and neuromodulation markets. We
also face competition from non-medical device companies, such
as pharmaceutical companies, which may offer alternative thera-
pies for disease states intended to be treated using our products.

We believe that our products compete primarily on their ability to
safely and effectively perform diagnostic and therapeutic proce-
dures in a less-invasive manner, including ease of use, reliability
and physician familiarity. In the current environment of managed
care, economically-motivated buyers, consolidation among
healthcare providers, increased cornpetition and declining
reimbursement rates, we have been increasingly required to
compete on the basis of price, value, clinical outcomes, reli-
ability and sfficiency. We believe that our continued competitive
success will depend upon our ability to create or acquire scientifi-
cally advanced technology, apply our technology cost-effectively
and with superior quality across product lines and markets,
develop or acquire proprigtary products, attract and retain skilled
development personnel, obtain patent or other protection for our

products, obtain required regulatory and reimbursement appro-
vals, continually enhance our quality systems, manufacture and
successfully market our products either directly or through out-
side parties and supply sufficient inventory to meet customer
demand. :

Regulation

The medical devices that we manufacture and market are suhjéct
to regulation by numerous regulatory bodies, including the FDA
and comparable international regulatory agencies. These agencies
require manufacturers of medical devices to comply with appli-
cable laws and regulations governing the development, testing,
manufacturing, labeling, marketing and distribution of medicat
devices. Devicas are gensrally subject to varying leveis of regu-
latory control, the most comprehensive of which requires that a
clinical evaluation program be conducted before a device receives
approval for commercial distribution.

In the U.S., permission to distribute a new device generally can
be met in one of three ways. The first process requires that a
pre-market notification {510{k) Submission) be made to the FDA
to demonstrate that the device is as safe and effactive as, or
substantially equivalent to, a legally marketed device that is not
subject to PMA (i.e., the “predicate” device). An appropriate
predicate device for a pre-market notification is one that (i} was
legally marketed pricr to May 28, 1976, {ii) was approved under a
PMA but then subsequently reclassified from class Ill to class |l
or |, or {ii} has been found to be substantially equivalent and
cleared for commercial distribution under a 510(k} Submission.
Applicants must submit descriptive data and, when necessary,
performance data to establish that the device is substantially
equivalent to a pradicate device. In some instances, data from
human clinical trials must also be submitted in support of a 510(k)
Submission. If so, these data must be collected in a manner that
conforms to the applicable investigational Device Exemption {{DE)
regulations. The FDA must issue an order finding substantial
equivalence before commercial distribution ¢an occur. Changes to
existing devices covered by a 510(k) Submission that do not raise
new questions of safety or effectiveness can generally be made
without additional 510(k} Submissions. More significant changes,
such as new designs or materials, may require a separate 510{k}
with -data to support that the modified device remains sub-
stantially eguivaltent.

The second process requires the submission of an application for
PMA to the FDA to demonstrate that the device is safe and etfec-
tive for its intended use as manufactured. This approval process
applies to certain class Il devices. In this case, two steps of FDA
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approval are generally required before marketing in the U.5. can
begin. First, we must comply with the applicable IDE regulations
in connaction with any human clinical investigation of the device
in the t).S. Second, the FDA must review our PMA application,
which contains, among other things, ¢linical information acquired
under the IDE. The FDA will approve the PMA application if it
finds that there is a reasonable assurance that the device is safe
and effective forits int.ended purpose.

The third process requires that an application for a Humanitarian
Device Exemption (HDE) be made to the FDA for the use of a
Humanitarian Use Device (HUD). A HUD is intended to benefit
patients by treating ‘or diagnosing a disease or condition that
affects; or is manifested in, fewer than 4,000 individuals in the
U.S. per year. The application submitted to the FDA for an HDE is
similar -in both form'and content to a PMA application, -but .is
exempt from the effectiveness requirements of .a PMA. This
approval process demonstrates there is no comparable device
available to treat or diagnose the condiiion the device will not
expose. patlents to unreasonable or 5|gn|f|cant risk, and the bene-
fits to health from use outwe|gh the nsks The HUD provus:on of
Ihe regulatuon prowdes an mcentwe for the development of
devices for use in the treatment or dlagn05|s of d|seases affecung
§m,alll ;J)atua_nt populggqus

The FDA can ban certain medical devices; detain or seize adul-
terated-or misbranded medical devices; order repair, replacement
or refund of .thése devices; and require notification of health
professionals. and: others with regard to medica! devices that
present unreasonable risks of substantial harm to the' public
health. The FDA may- also enjoin and restrain certain violations of
the Food, Drug and. Cosmetic Act and the Safe Medical Devices
Act pertaining to medical' devices, or initiate- action for criminal
prosecution of” such ‘violations. Intemational sales of medical
devices manufactured in .the U.S. that are not approved by the
FDA for use inithe U.5,, “or are banned or deviate from lawful
performance standards, are subject to-FDA export requirements.
Exported -devices: are subject to the regulatory requirements of
each country to which the device is exported. Some'countries do
not have medical device regulations, but in most foreign coun-
tries, medical devices are regulated. Frequently, reguiatory
approval may first be obtained in a foreign country prior to applica-
tion in‘the U.S. ‘to také advantage of differing regulatory
requirements. Most countries outside of the U.S. require that
product approvals be recertified on a regular basis, generally
every ftve years., The recertification process requires that we
evaluate any dewce changes and any new regulations or stan-
dards relevant to the dewce and conduct appropnate testing to

docurment continued compliance. Where recertificaLon applica-
tions are required, they must be approved in order{to continue
selling our products in those countries.

In the European Union, we are required to comply with the
Medical Devices Directive and obtain CE Mark certification in
order to market medical devices. The CE Mark [certification,
granted following approval from an independent notified body, is
an international symbol of adherence to quality assurance stan-
dards and compliance with applicable European Medical Devices
Directives. We are also required to comply with other foreign
regulations such as the reguirement that we obtain Ministry of
Health, Labor and Welfare approval before we can; launch new
products in Japan. The time required to obtain these foreign
approvals to market our products may vary from U.S. approvals,
and requirements for these apprcvals may differ; from those
required by the FDA.

We are also subject to various environmental laws, directives and
regulations both in the U.S. and abroad. Our operations, like those
of other medical device companias, involve the use of substances
regulated under environmental laws, primarily in manufacturing
and sterilization processes. We believe that compliance with
environmental laws will not have a material impact on our capital
expenditures, earnings or competitive position. Given the scope
and naturs of these laws, however, there can be no assurance
that environmental laws will not have a material impact on our
results of operations. We assess potential environmental con-
tingent liabilities- on a quarterly basis. At presentl we are not
aware of any such liabilities that would have a material impact on
our business. We are also certified with respect to the enhanced
environmental FTSE4Good criteria and are a constituent member
of the London Stock Exchange's FTSE4Good !ndexJ which recog-
nizes companies that meset certain corporate |responsibility
standards.

In 2007, we were recognized for environmental| stewardship,
winning a Leadership in Energy and Environmental Design (LEED)
award for our new research and development falility in Maple
Grove, Minnesota. We also expect to receive LEED awards for
renovation projects that have been completed at our Marlborough
and Quincy facilities in Massachusetts,

In early 2007, we joined the U.3. Climete Action Partnership
{USCAP). USCAP is a diverse group of 27 major bLsinesses and
six environmental non-governmental organizations with a
commitment to work with Congress and the President to rapidly
enact tegnsiatlon that would significantly slow, stcp and raverse
the growth of greenhouse gas emissions.
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Third-Party Coverage and Reimbursement

Our products are purchased principally by hospitals, physicians
and other healthcare providers around the world that typically bill
various third-party payors, including governmental programs (e.g.,
Medicare and Medicaid), private insurance plans and rmanaged
care programs, for the healthcare sarvices provided to their
patients. Third-party payors may provide or deny coverage for
certain  technologies and associated procedures based on
independently determined assessment‘ criteria. Reimbursement
by third-party payors for these services is based on a wide rangs
of methodologies that may reflect the services’ assessed
resource costs, clinical outcomes and -economic value. These
reimbursement methodologies confer different, and often
conflicting, levels of financial risk and incentives to healthcare
providers and patients, and these methodologies-are subject to
frequent refinements. Third-party payors are also increasingly
adjusting reimbursement rates and challznging the prices charged
for medical products and services. There can be no assurance
that our products will be covered automatically by third-party
payors, that reimbursement will be available or, if available, that
the third-party payors' coverage pohcnes will not adversely affect
our ability to sell our products profltably

Initiatives to limit the growth of healthcare costs, including price
regulation, are alsc underway in many countries in which we do
business. Implementation of cost containment initiatives and
healthcare reforms in significant markets such as Japan, Europé
and other international markets may limit the price of, or the level
at which reimbursement is provided for, our products and
may influence a physician’s selection of products used to
treat patients. . .

Proprietary Rights and Patent Litigation

We rely on a combination of patents, trademarks, trade-secrets
and non-disclosure agreements to protect our intellactual prop-
erty. We generally file patent applications in the U.S. and foreign
countries where patent protection for our technology is appro-
priate and available. At December 31, 2007, we held
approximately 6,700 U.S. patents {many of which have foreign
counterparts) and had more than 10,500 patent applications
pending worldwide that cover various aspects of our technology.
The divestiture of certain of our businesses in the first quarter of
2008 reduced our portfolio of U1.S. patents to approximately 6,200
and U.S. patents pending to 10,200. In addition, we hold
exclusive and non-exclusive licenses to a variety of third-party
technologies covered by patents and patent applications. There
can be no assurance that pending patent applications will result in

the issuance of patents, that patents issued to or licensed by us
wili not be challenged or circumvented by competitors, or that
these patents will be found to be valid or sufficiently broad to
protect our technology or to provide us with a competitive
advantage.

We rely on non-disclosure and non<competition agreements with
smployees, consultants and other parties to protect, in part, trade
secrets and other proprietary technology. There can be no assur-
ance that these agreements will not be breached, that we will
have-adequate remadies for any breach, that others will not
independently develop equivalent proprietary information or that
third parties Will not otherwise gain ‘access to our trade secrets
and proprletary knowledge !

There has been substantnal htlgatlon regarding patent and other
intellectual property rights in the medical device industry, partic-
ularly in the areas in.which we compete. We have defended, and
will continue to defend, ourself against claims and legal actions
alleging infringement of the patent rights, of others. Adverse
determinations in any patent litigation could subject us to sig-
nificant liabilities to third parties, require us to seek licenses from
third parties, and, if licenses are not available, prevent us from
manufacturing, selling or t'Jsing certain of our products, which
could have a material adverse effect on our business. Additionally,
we may find it nebessary to initiate litigation to enforce our patent
rights, to protect our trade secrets or know-how and to determine
the scope,and vali'dity of the eroprietary rights of others. Patent
litigation can be costly and time-consuming, and there can be no
assurance that our litigation exbense_s will not be significant in the
future or that the outcome of litigation will be favorable to us.
Accordingly, we may seek to settle some or all of our pending
litigation. Settlement may include cross licensing of the patents
that are the ' subject of the litigation as well as our other
intellectual property and may .involve monetary payments to or
from third parties.

See ftarn 3. Legal Proceedings and Note L—Commitments and
Contingencies to our 2007 consolidated financial staterments
included in [tem 8 of this' Form 10-K for a further discussion of
patent and other litigation and proceedings in which we are
involved. In management’s opinion, we are not currently invoived
in any legal proceeding other than those specifically identified in
Note L, which, individually or in the aggregate, could have a
material effect on our financial condition, results of operations
and liquidity.
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Risk Management

The testing, marketing and sale of human healthcare products
entails an inherent risk of product liability claims. In-"the normal
course of business, product liability and securities ¢laims ‘are
asserted against us. Product liability and securities claims may be
asserted against us in the future related to unknown events at the
present time. We are substantially. self-insured with respect to
general and product liability claims. We maintain ilnsurance poli-
cigs providing limited coverage against securities claims. The
abseance of sigrtificant third-party insurance coverage increases
our potential exposure to unantrcrpated claims or adverse deci-
sions.. Product liabjlity c!alms product recalls, securrtres litigation
and other litigation in the future regardless of therr outcome,
could have a material adverse effect on our busrness We believe
that our risk management practices, including limited insurance
coverage, aré reasonably adequate to protect’agairist anticipatsd
general, product liability and securities litigation losses. However,
unanticipated catastr’ophic'losses" could have'a material adverse
impact on our financial pdsition, results of operations and liquidity.

Employees S

As of December 31, 2007 we had approxrrnately 27,500 employ—
ees, mcludmg approxrmately 13,700 in operatlons 1,900 in
admlnlstratton 4,900 in clinical, regulatory and’ research and
development and 7000 in sellmg, marketmg, drstnbutlon and
related administrative support ‘Of these employees we employed
approxrmately 9200 ‘outside the U.S., approximately” 5,500 of
whom are in the manufactunng opera'uons function. We believe
that the continued success of our business will depend, in part, on
our ability to’ attract and retain qlalified personnel. In October
2007, we committed to an expense and headcount rediiction plan,
which will result in the elimination’ of approximate'Ty 2,300 posi-
tions worldwide. More than half of the employees impacted by'the
head count reduction plan were notified in” the fourth quarter of
2007, and effectively ceased providing services to us; however
due to certain notification period requirements, many of the
impacted employees did not terminate employment with us.until
January 2008. As of January 31, 2008, as a result of these
employment terminations, and the divestiture of -centain of our
businesses, we had approximately 24,600 employees.

Seasonality

Our worldwide sales do not reflect any significant degree of
seasonality; however, customer purchases have bean lighter in
the third quarter of prior years than in other quarters. This
reflects, among other factors, lower demand during summer
months, particularly in European countries.

Available Information , |

Copies of our annual report on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8K and amendments to
those reports filed or furnished pursuant to Section |13(a) or 15(d)
of the Securities Exchange Act of 1934 are available free of
charge on. ocur website {www.bostonscientific. con'{) as soon as
reasonably practicable after we electronically file the material with
or furnish it to the-SEC.:Our Corporate Governance Guidelings
and Code of Conduct, which applies to all of our dire'ctors officers
and employees, including our. Board of Directors, Chlef Executive
Offlcer Chief Financial Officer and Corporate Controtler are also
available on our, website, along with any amendments to those
documents. Any amendments to or waivers for executive officers
or directors of our Code of Conduct will be disclosed on our
website promptly .after the date of any such amendment or
waiver. Printed copies of these posted materials are also available
free of charge to.shareholders who request.them i rn writing from
Investor Relations, - One -Boston Scientific.-Place, Nstick, MA
01760-1537, Information on our website or conpacted to our
waebsite'is not incorporated by reference into this Form 10-K.

Cautmnary Statement for Pmposes of the Safe Harbor
Provisions of the Private Secumnes Litigation Reform
Actof 1995 - . .

Cert'ain s't'ate‘rnents that we may miake from time to time, including
statements contained in this repart and information incorporated
by reference into this report constitute "forward-Hooking state-
ments” within the meanrng of Sectlon 27E of| the Securities
Exchange Act of 1934. Forward Iookrng staterments rriay be identi-
fied by words like ' antrcrpate ! "expect, project, “ “believe,”
“plan,” “estimate,” “intend” and similar words and include,
among other things, statemants regarding; our financial
performance,; our growth etrategy: the effectiveness of our
restructuring, expense and head count reduction initiatives; timing
of régulatory approvals; our regulatory and quﬁllty compliance;
expected research and developmaent efforts; product development
and new product launches; our market position and competitive
changes in the marketplace for our products; the effect of new
accounting pronouncéments; the outcome of {matters before
taxing authorities; intelléctual property and litigation matters;
our capital needs and expenditures; our ability ta meet the: finan-
cial covenants requiréd by our term loan and|revolving credit
facility, or to renegotiate the terms of or obtain waivers for com-
pliance with those covenants; and potential acquisitions and
divestitures. These forward-looking staterments dre based on our
beliefs, assumptions and estimstes using information available to
us at this time and are not intended to be guarantees of future
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events or performance. If our underlying assumptions turn out to
be incorrect,. or if certain risks or uncertainties materialize, actual
results could vary materially from the expectations and projections
expressed or implied by our forward-locking statements. As a
result, investors are cautioned not to place undue reliance on any
of our forward-| Iooklng statements.

- i
We do not intend to update the forward Iookmg statements
below or the risk factors described in Item 1A under the heading
"Risk Factors” even if new information becomes available or
other events occur in the future. We have identified these
forward-looking statements below and the nsk factors described
in ftem 1A under the heading "Risk Factors in order 10 take
advantage of the safe harbor provisicns of the Private Securmes
Litigation Reform Act of 1996, Certain factors that could cause
actual results to differ materially from those expressed in forward-
looking statements are contained below and in the riskifactors
described in [tem 1A under the heading “Risk Factors.” '

Coronary Stent Business .

)

« Yolatility in the coronary stent market, competrtrve offenngs
and the timing of receipt of regulatory approvals to market
existing and anticipated drug-eluting stent technology’ and
other stent platforms;

system, the TAXUS® Liberté® cofonary stent system, in the
U.S., subject to regulatory approval, and to maintain or
expand our worldwide market positions through reinvestment
in our two drug-eluting stent programs; . <

Our share of the worldwide drug-eluting stent market, the
impact of concerns relating to late stent thrombaosis on the
size of the coronary stent market, the distribdtion of share
within the coronary stent market in the U.S. and around the
world, the average number of stents used per procedure and
average selling prices;

The overall performance of, and continued physician con-
fidence in, our and other drug-eluting Stent systems, our
ability to adequately address concerns regarding’ the per-
ceived risk of late stent thrombosis, and the results of drug-
eluting stent clinical trials undertaken by us, our competitors
or other third parties;

The penetration rate of drug-eluting stent technclogy in the
U.S. and international markets;

Our ability to leverage our position as an- early entrant in the
U.S. drug-eluting stent market, to anticipate competitor
products as they enter the market and to respond. to the

Qur ability to launch-our next-generation drug-eluting stent

challenges presented as additional competitors enter the U.S.
drug-sluting stent market;
L . ¥ -

+

« Changes in FDA clinical trial and post-market surveillance
requiraments and the associated impact on new product launch
schedules and the cost of product approval and compliance;

= Our ahility to manage inventory lavels,. accounts receivable,
gross margins and operating expenses and to.react effec-
tively to worldwide economic and political conditions;

» Qur ability. to retain key members of our cardiclogy sales
force and other key personnei; and -

-« Qur ability to manage the mix of-our PROMUS™ stent system
. revanue relative to our total drug-eluting stent revenue and to
launch a next-generation everolimus-eluting stent system
wrth proflt margms more comparable to Jour TAXUS® stent
system and to mamtam our overali profrtabrhty as a
percentage of revenus. '

L o oo f

CRM burimr.r s

T T, "ot LI . )

. +.Qur estimates for the worldwide CRM market, the recovery
of the CRM market to hrstoncal growth rates and our ability
to increase CRM net sales

+ The overall performance of, and referring physician,
implanting physician and patient confidence in, our and our
competitors’ CRM products and technoiogies, including our

v -LATITUDE®; -Patient ..Management System -and next-
generation pulse generator platform; . o

“The results ‘of CRM diinical tr|a|s undertaken by us, our
competitors or other third parties; ! ' B

. Ot ability {0 launch “various products 'utilizing our next-
“generation CRM"pUlse genefatdr platform in the U.S. over the
next 12 to 24 months and to expand our CRM market posi-

stion., through. reinvestment,..in «our; CRM products and
technologies;

s PR e

» Our ablllty 1o retain key mernbers of our CRM sales force and
other key personnél: : r

. C'or:npetitive offéri'r{gs in the CRM markst and the timing of
rece|pt of regulatory approvals to market’ exrstlng and antlcr-
pated CRM products and tachnologies;

= Our ability to contlnue to implement a direct sales model for
" our CRM products in Japani end -

.

U T B
= Qur ablhty to avoid drsruptron in the supply of certarn compo-

fients” or™* materials' or “to* quickly secure additional or
replacement components or matefials on 4 timely basis.

— 15—
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Litigarion and Regulatory Compliance

« Any conditions imposed in resolving, or any ihability to
rasolve, our corporate warning letter or other FDA matters, as
well as risks generally associated with our regulatory com-
pliance and quality systems;

» Qur ability to minimize or avoid future FDA warning letters or
field actions relating to our products;

« The effect of our litigation; risk management practices,
including self<insurance; and compliance activities on our loss
contingencies, legal provision and cash flows;

» The impact of our stockholder derivative and class action,
patent, product liability, contract and other litigation, gov-
ernmental investigations and legal proceedings;

« The on-going, inherent risk of potential physician advisories or
field actions related to medical devices;

= Costs associated with our on-going compliance and quality
activities and sustaining organizations; and

» The impact of increased pressure on the availability and rate
" of third-party reimbursement for our products and procedures
worldwide.

Innovation

» Qur ability to complete ptanned clinical trials successfully, to
obtain regulatory approvals and to develop and launch prod-
ucts on a timely basis within cost estimates, including the
successful completion of in-process projects from purchased
rasearch and development,

» Our ability to manage research and development and other
operating expenses consistant with our expected revenue
growth;

« Our ability to develop next-generation products and tech-
nologies within our drug-eluting stent and CRM businesses,
as well as our ability to develop preducts and technologies
successfully in addition to these technologies;

« Qur ability to fund and achieve benefits from our focus on
internal research and development and external alliances as
well as our ability to capitalize on opportunities- across our
businesses;

« Our failure to succeed at, or our decision to discontinue, any
of our growth initiatives;

« Qur ability to integrate the acduisitions and other alliances we
have.consummated, including Guidant;

International Markm

Liguidity

» Qur decision to exercise, or not to exercise, options to pur-
chase certain companies with which we have alliances and
our ability to fund with cash or common stock these and

" other acquisitions, or to fund contingent payments associated
with these alliances;

Our ability to prioritize cur internal research and dlevelopment
project portfolio and our external investmaent portfolio to keep
expenses in line with expected revenue levels, or our deci-
ston to séll, discontinue, write down or reduce the funding of
certain of these projects;

The timfng, size ana nature of strategic initiatives, market
oppdrtunities and research and development platforms avail-
able to us and the ultimate cost and success of these
initiatives; and . | -

Qur ability to successfully identify, develop and i’narket new
products or the ability of othars to develop products or
technologies that render our products or t'echnoiogies
noncompetitive or obsolete.

» Dependency on international net sales to achieve|growth;

« Risks associated with international operations, including
compliance with local legal and regulatory requiremants as
well as changes in reimbursement practices and policies; and

» The potential effect’ of foreign ‘currency fluctuations and
interest rate fluctuations on our net sales, expenses and
resulting margins. '

« Our ability to generate sufficient cash flow to fund oper-
- ations, capital expenditures, and strategic invastments, as
well as debt reduction over the next twelve jmonths and
heyond;

« Qur ability to maintain positive operating cash flow in 2008
and to generate sufficient cash flow to effectively manage
our debt levels and minimize the impact of finterest rate
fluctuations on our earnings and cash flows;

+ Qur ability to recover substantially all of our |deferred tax
assets;

« Qur ability to access the public and private capital markets
and to issue debt or equity securities on terms reasonably
acceptable o us;

« Qur ability to regain investment-grade credit r?tings and to
remain in compliance with our financial covenants; and
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« Our ability to implement, fund, and achieve sustainable cost
improvement measures, including our expense and head
count reduction initiatives and restructuring program, that will
better align operating expenses with expected revenue levels
and realtocate resources to better support growth initiatives.

Other

» Risks associated with significant changes made or to be
made to our organizational structure, or to the membership of
our executive committes;

+ Risks associated with our acquisition of Guidant, including,
" among other things, the indebtedness we have incurred and
the integration costs and challenges we will continue to face;

« Our ability to retain our key employees and avoid business
disruptionand employee distraction as we execute our
expense and head count reduction initiatives; and

« Our ability to maintain management focus on core: business
activities while also concentrating on resolving the corporate
warning letter and implementing strategic initiatives,
including expense and head count reductions and our
restructuring program, in order to sireamline our operations
and reduce our debt obligations.

Several important factors, in addition to Ithe specific féétors dis-
cussed in connection with "each forward-looking statement
individually and the risk factors described in Item 1A under the
heading “Risk Factors,” could affect our future results and
growth rates and could cause those results and rates to differ
materially from those expraessed in the forward-looking ‘state-
ments and the risk factors contained in this report.” These
additiona! factors: include, among other things, future economic,
competitive, reimbursement and regulatory conditions; new
product introductions; demographic trends; intelisctual property;
financial market conditions; and future business decisions made
by us and our competitors, all of which ars difficult or impossible
to predict accurately and many of which are beyond our control,
Therefore, we wish to caution sach reader of this report to
consider carefully these factors as well as the specific factors
discussed with each forward-looking statement and risk factor in
this report and as disclosed in our filings with the SEC. These
factors, in some cases, have affected and in the future (together
with' other factors)' could affect our ability to implement our
business strategy and may cause actual results to differ materially
from those contemplated by the statements expressed in this
report.

n
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ITEM 1A. RISK FACTORS

in addition to the other information contained in this Form 10-K
and the exhibits hereto, the following risk factors should be
considered carefully in evaluating our business. Our business,
financial condition or results of operations could be materially
adversely affected by any of these risks. This section contains
forward-looking statements. You should refer to the explanation
of the qualifications and limitations on forward-fooking statements
set forth at the end of item 1 of this Form 10-K. Additional risks
not presently known to us or that we currently deem immaterial
may also adversely affect cur business, financial condition or
results of operations.

We derive a significant portion of our ravenue from the sale
of drug-eluting coronary stent systems and cardiac rhythm
management (CRM/} products. A decline in market size, a
failure of market growth rates to return to historic levels,
increased competition, supply interruption or product launch
delays may materiaily adversely affect our results of oper-
ations, our financial position, including our goodwill
balances, or financial condition.

Drug-eluting coronary stent revenues represented approximately
21 percent of our consolidated net sales during the year ended
December 31, 2007. Our U.S. TAXUS® sales declined in 2007
relative to prior years, due in part to a decline in the U.5. market
size attributable to recent uncertainty regarding the perceived risk
of late stent thrombosis following the use of drug-eluting stents.
Late stent thrombosis is the formation of a clot, or thrombus,
within the stented area one year or more after implantation of the
stent. In addition, a decline in the overall percutaneous coronary
intervention market contributed to the decline in our TAXUS stent
system sales in 2007. There can be no assurance that these
concerns will be alleviated in the near term or that drug-eluting
stent penstration rates or the size of the U.S. drug-eluting stent
market will return to previous levels. In 2007, our TAXUS stent
systern and Johnson & Johnson's CYPHER® stent system waere
the only two drug-eluting stents available in the U.5. market. In
February 2008, Medtronic received FDA approval for its
Endeavor® drug-eluting stent system. We expect our share of the
drug-eluting stent market, as well as unit prices, to continue to be
adversely affected as additional significant competitors enter the
drug-eluting stent market, including Abbott’s anticipated launch of
the XIENCE™ V everolimus-eluting stent system in the first half of
2008. Abbott currently sells its XIENCE V stent system in
competition with us in certain internationa! marksts.

The manufacture of our TAXUS coronary stent system involves
the integration of multiple technologies, critical components, raw
materials and complex processes. Significant |favorable or
unfavorable changes in forecasted demand, as well as disruptions
associated with our TAXUS stent manufacturing Iprocess, may
impact our inventory levels. Variability in expected demand or the
timing of the launch of next-generation products [may result in
excess or expired inventory pcsitions and {future inventory
charges, which may adversely impact our results from operations.
We shara with Abbott rights to everolimus-eluting|stent technol-
ogy, including its XIENCE V everolimus-eluting stent program. As
a result of our sharing arrangernents, we are reliant on Abbott's
regutatory and clinical activities and on their continued supply of
both PROMUS™ everolimus-eluting stent systems and certain
components utilized in our drug-eluting stent research and devel-
opment programs. Delays in receipt of ragulator\( approvals for
the XIENCE V stent system, receipt of insufficient quantities of
the PROMUS stent system from Abbott, material nonacceptance
of these stents in the marketplaca, or disruption in our supply of
components (including everolimus,) for research and development
could adversely affect our results of operations, |as well as our
ability to effectively differentiate ourselves from gur competitors
in the drug-eluting stent market as the leading competitor with
two drug-sluting stent programs.

During 2007 and 2006, the operating and financial performance of
our CRM business was adversely impacted by various ICD and
pacemaker system field actions in the industry and a
comresponding reduction in CRM market growth rates. The
worldwide CRM market growth rate, including thl'a growth rate of
the U.S. ICD market, declined during 2007; these growth levels
are bhelow those experienced in recent years.| The US. ICD
market represents approximately 40 percent ofl the worldwide
CRM market. There can be no assurance that the CRM market
will return to its historical growth rate or that we will be able to
regain CRM market share lost due to contraction [of the market or
increase net sales in a timely manner, if at all.

Because we derive a significant amount of our revenues from
our cardiovascular businesses, changes in market or regu-
latory conditions that impact that business or our inability to
develop non-cardiovascular products, could have & material
adverse effect on our business, financial condition or results
of operations.

During 2007, we derived approximately 79 percent of our net
sales from our cardiovascular group, which includes our Intarven-
tional Cardiology, CRM and Cardiovascular businesses. As a
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result, our sales growth and profitability from our cardiovascular
businesses may be limited by risks and uncertainties related to
markat or regulatory conditions that irmpact those businesses. if
the worldwide CRM rmarket and the U.S. ICD market do not
return to their historical growth rates or we are unable to regain
CRM market share or increase CRM net sales, it may adversely
affect our business, financial condition or results of oper-
ations. Revenue from drug-eluting coronary stent systems
represented approximately 24 percent of our consolidated nst
sales for 2007. If the decline in U.S. drug-eluting stent market
penetration rates attributable to concems regarding the perceived
risk of late stent thrombosis following the use of drug-eluting
stents or the dsclines in overall percutaneous coronary inter-
vention' volumes continue, there can be no assurance that the
drug-eluting stent market will racover to previous levals, which
may have a material adverse effect_ on our business. Similarly, our
inability to develop products and technologies successfuily'in
addition to our drug-eluting stent and CRM technologies could
further expose us to fluctuations and uncertainties in these
markets.

We may be unable to resolve issues related to our FDA
warning letters in a timely manner, which could delay the
production and sale of our products and have a material
adverse impact on our business, financigl condition and
fesul‘ts of operations.

We are currently taking remedial action in response to certain
deficiencies of our quality systems as cited by the FDA in its
warning letters to us. On January 26, 2008, we received a corpo-
rate warning letter from the FDA notifying us of serious regulatory
problems at three of our facilities and advising us that our correc-
tive action plan relating to three site-specific warning letters
issued to us in 2008 was inadequate. As stated in this FDA
waming letter, the FDA may not grant our requests for
exportation certificates to foreign governments or approve PMA
applications for our class It devices to which the quality control or
current good manufacturing practices deficiencies described in
the letter are reasonably related until the deficiencies have been
corrected. If we are unable to resolve the issues raised by the
FDA in its warning letters to the satisfaction of the FDA on a
timely basis, we may not be able to launch our new class Ill
devices as planned, including the anticipatad U.S. launch of our
Taxus® Liberté® drug-eluting stent system, which may weaken
our competitive position in the drug-eluting stent market.

in addition, in August 2007, we raceivad a waming letter from the
FDA regarding the conduct of clinical investigations associated

with our TriVascular abdominal aortic aneurysm (AAA) program.
We are taking corrective action and have made certain commit-
ments to the FDA regarding the conduct of our clinical trials. We
terminated the TriVascular AAA program in 2006 and do not
believe the recent warning letter will have an impact on the
timing of the resolution of our corporate warning letter.

We may face enforcement actions in connection with these FDA
warning letters, including injunctive relief, consent decrees or civil
fings. While we are working with the FDA to resolve these
issues, this work has required and will continue to require the
dedication of significant incrementat internal and external
resources and has resulted in adjustments to the praduct launch
schedules of certain products and the decision to ‘discontinue
certain other product lines over time. There can he no assqfances
regarding the length of time or cost it will take us 10 resolve these
issues to the satisfaction of the FDA. In addition, if ‘our remedial
actions are not satisfactory to the FDA, we may have to devote
additional financial and human resources to our efforts and the
FDA may take further regulatory actions against us including, but
not limited to, seizing. our product inventory, obtaining a court
injunction against further marketing of our products, assessing
civil monetary penaities or imposing a consent decres on us,
which could result in further regulatory constraints, including the
governance of our quality system by a third party. if we, or our
manufacturers, fail to adhere to quality system regulations or 1ISQ
requirements, this could delay production of our products and
lead to fines, difficulties in obtaining regulatory clearances, recalls
or other consequences, which could, in turn, have a material
adverse effect on our financial condition or results of operations.

i

0 -

We are subject to extensive medical device regulation, which
may impede or hinder the approval process for our products
and, in some cases, may not uftimately resuft in approval or
may result in the recall or seizure of previously approved
products.

Our products, development activities and manufacturing proc-
e5585 are subject to extensive and rigorous regulation by the FOA
pursuant to the Federal Food, Drug, and Cosmetic Act (FDC Act),
by comparable agencies in 'foreign countries, and by other regu-
latory agencies and governing bodies. Under the FDC Act,
madical devices must receive FDA clearance or approval before
they can be commercially marketed in the UU.S. In addition, most
major markets for medical devices outside the U.S. reguire clear-
ance, approval or compliance with certain standards before a
product can be commaercially marketad. The process of abtaining
marketing approvai or clearance from the FDA for new products,
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or with respect to enhancements or modifications to “existing
. products, could: o o

« take a srgnrfrcant perlod of trme '

. requrre the expendlture of substantlal resources

» involve rigorous pre-clinical and clinical testlng, as well as
increased post-market surverllance requrrements, C

« require changes to the products; and 7

».result in limitations on-the indicated uses of the products.

Countries around the world have recently adopted mare strrngent
regulatory requrrements that re expected 10 ‘add” to the delays
and uncertarntres associated wrth new product releases as well
as the cllnlcal and regulatory costs of supportrng those releases.
Even after products have recerved marketlng approva! or clear—
ance, product approvals and clearances by the FDA can be
withdrawn due to failure to comply with regulatory standards or
the occurrence of unforeseen problems followrng initial approval
There can be .no assurance that we Wlll receive the requrred
clearances from ‘the FDA for new products or modlfrcatlons to
existing products on a tlmely basrs of that any FDA approval will
not be subsequently wrthdrawn or condrtroned upon éxtensive
post—market study requrrements

1

In-addition, reguiations regarding,the development manufacture
and sale of medical devices-are-subject. to future change. We
cannot predict what impact, if any,.those. changes might have on
our business. Failure to comply with regulatory requirements
could have a material adverse effect on our business, financial
condition and results of-operations. Later discovery of previously
unknown problems with a product or manufacturer could result in
fines, delays or suspensions of regulatory clearances, seizures or
recalis of products, operating: restrictions and/or criminal:prose-
cution. The failure .to recéive product- approval clearance on-a
timely. basis, suspensionstof -regulatory clearances, ‘seizures .or
recalls of products or the withdrawal &f product approval by the
FDA could have a material adverse effect on our business,.finan-
cial condition or results of operations.

N '

We may not meet reguletory &:rali'tkif’stenderds’ epplr‘cable' to
our manufacturing and quahty processes, which could have
an adverse effect on our busmess, financial condition and
results of operations.

As a medical device manufacturer, we are: required to-register
with the FDA and are subject to -periodic inspection by the FDA
for compliance with its Quality System Regulation {QSR) require-
ments, which require manufacturers of medical devices to adhere
to _certain -regulations, including testing, quality control -and

documentation procedures. In addition, the: Federal Medical
Device Reporting regulations require us to provide information to
the FDA whenever there is evidence that reasonably suggests
that a device may have caused or contributed to a death or
serious injury or, if a malfunction were to occur, could cause or
contribute to a death or serious injury. Compliance with applicable
regulatory requirements is subject to continual review and is
monitored rigorously through periodic inspections by the FDA, In
the European Community, we are required to maintain certain
ISO certifications in order to sell cur products and must undergo
periodic inspections by -notified bodies to obtain |and maintain
these certifications.

Pending and future intellectual property litigation could be
costly and disruptive to us. . \

We operate in an industry that is susceptible|to’ significant
inteilectual property litigation and, in recent years, it has been
common for companies in the medical device fiéld Lo aggressively
challenge the patent rights of other companies in order to prevent
the marketing of new devices. We are currently|the subject of
various patent litigation proceedings and other proceedings
descnbed in more detail under ' ftem 3. Legal Proceedrngs
intellectual property lrtlgatlon is expensive, complex and lengthy
and its outcome is difficult to predict. Pendmg or future patent
litigation may fesult in srgmflcart royalty or other payments or
injunctions that can prevent the sale of products and may sig-
nificantly divert the attention of our technical and management
perscnnel. In the event that our right to market any of our prod-
ucts is successfully challenged, and if we fail to obtarn a required
license or are unable to design around a patent, our business,
financial condition or results of operations coDld be materially
adverssly affected. '

We may not effectively be able to protect ’aur inmtellectual
property rights, which could have an adverse effect on our
business, financial condition or results of operations.

The medical device market'in which we prirnari participate is in
large part technology driven. Physician customers, particularly in
interventional cardiology, have historically moved quickly to new
products and new technologies. As a result, in ellectual property
rights, particularly patents and trade secrets, play a significant role
i‘n‘product development and differentiation. Hoyvever, intellectual
property -litigation to defend or create market advantage is
inherently complex and unpredictable. Furthermore, appellate
courts frequently overturn lower court patent dgcisions.
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In addition, competing parties frequantly fite multiple suits to
leverage patent portfolios across product lines, technologies and
geographies and to balance risk and exposure between the par-
ties. In some cases, ssveral competitors are parties in the same
procesding, or in a series of related proceedings,. or litigate
multiple features of a single class of devices. These forces fre-
quently drive settlement not only of individual cases, but also of a
series of pending and potentially relatad and unrelated cases. In
addition, although monetary and injunctive relief is typically
sought, remedies and restitution are generally not determined
until the conclusion of the proceedings and are frequently modi-
fied on appeal. Accordingl{(, ‘the outcornes of individual cases are
difficult to time, predict or quantify and are often dependent upon
the outcomes of other cases in other geographies. '

Several third parties have asserted that.our current and former
stent systems or other products infringe patents owned or
licensed by them. We have similarly asserted that stent systems
or other products sold by our competitors infringe patents owned
or licensed by us. Adverse outcomss in one or-more of these
proceedings against us could limit our ability to seH certain stent
products in certain jurisdictions, or reduce our operating margin
on the sale of these products. In addition, . damage awards related
to historical sales could be material. .

Patents and other proprietary rights are and will continue to be
assential to qur business, and’ our ahility to cornpete eﬂectwely
with other companies will be dependent upon the propnetary
nature of our technologies. We rely upon trade secrets, know-
how, continuing technological innovations, strategic alliances and
Iicensiﬁg opportunities to develop, maintain and strengthen our
competitive position. We pursue a policy of generally obtaining
patent protection in both the U.S. and abroad for patentable
subject matter in our proprietary devices and attempt to review
third-party patents and patent applications to the extent publicly
available in order to develop an effective patent strategy, avoid
infringement of third-party patents, identify licensing opportunities
and monitor the patent -claims of others. We currently own
numerous U.S. and foreign patents and have numerous patent
applications pending. We aiso are party to various license agree-
ments pursuant to which patent.rights have been obtained or
granted in consideration for cash, crass-licensing rights or rovalty
payments. No assurance can be made that any pending or future
patent applications wilt result in the issuance of patents, that any
current or future patents issued to, or licensed by, us will not be
challenged or circumvented by our competltors or that-our pat-
ents will not be found invalid. -

in addition, we may have 10 take legal action in the future to
protect our patents, trade secrets or know-how or to assert them
against claimed infringement by others. Any legal action of that
type could be costly and time consuming and no assurances can
be made that any lawsuit will be successful. We are generally
involved as both a plaintiff and a defendant in a2 number of patent
infringement and other intellectual property-related actions. We
are involved in numerous patentrelated claims with our com-
petitors including Johnson & Johnson and Medtronic, Inc.

The mvaIrdatton of key patents or propnetary rights that we own,
or an unsuccessful outcome,in lawsuits to protect our intellectual
property, could have a material adverse effeci on our business,
financial position or results of operations.

Pending and future product liability claims and other Iiti-
gation, including private securities litigation, shareholder
derivative suits and contract litigation, may adversely affect
our business, reputation and ability to attract and retain
customers.

THe‘desigh’, manufacture and marketing of medical devices of the
types that we produce entail an inherent risk of product liability
claims. Many of the medical devices that we manufactire and
sell are demgned to be implanted in the human body for long
penods of time or indefinitely. A number of factors could result in
an unsafe condition or injury to, or death of, a patient with respect
to thesse or other products. that we manufacture or sell, including
component failures, manufacturing flaws, design defects or
inadequate disclosure of product-related risks or product-related
infermation. These factors could result in product liability claims, a
recall of one or more of our products or a safety alert relating to
one or more of our products. Product liability claims may be
brought by individuals or by groups seeking to represent a class.

We are currently the subject of numerous product liability claims
and other litigation, including private securities - litigation and
shareholder derivative suits including, but not limited to, the.
claims and litigation described under ftem 3. Legal Proceedings.
Our efforts to settle product liability cases, including Guidant liti-
gation, may not be succassful.

The outcoma of litigation, particularly class action lawsuits, is
difficult to assess or quantify. Plaintiffs in these types of lawsuits
often seek recovery of very large or indeterminate arﬁounts,
including not only actual damages, but also punitive damages.
The magnitude of the potential losses relating to these lawsuits
may remain’unknown for substantial periods of time. In addition,
the cost to defend against any future litigation may be significant.
Further, we are substantially self-insured with respect to general
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and product liability claims. We maintain insurance policies
providing limited coverage against securities claims. The absence
of significant third-party insurance coverage increases our poten-
tial exposure- to unanticipated claims and adverse dacisions,
Product liability claims, product recalls, securities litigation and
other litigation in the future, regardiess of their outcoms, could
have a raterial adverse-effect on our financial position, results of
operatlons or liquidity. : ‘

We may not be successful in our strategfc acquisitions of,
investments in or alham:es wrth other compames and busr-
nesses, whtch have been & s:gmf' icant source of hrstonca!
growth for us.’

Our strategic acquisitions, investrments and alliances are intended
to further expand our ability to offer customers effective, high
quality medical devices that satisfy their interventional needs.
Many of these alliances involve equity investments and some
give us the option to acquire the other company or assets of the
other company in the future. If we are unsuccessful in our acquis-
itions, investments and alliances, we may be unable to continue
to grow our busnness significantly or may record asset |mpa1rment
charggs in the future. These acqunsntlons investments and alli-
ances have been significant sources of growth for us. The
success of any acquisition, investment or alliance that we may
undertake will depend on a number of factors including:

- our ability to identify suitable’ opportunities for acquisition,
investment or alliance, if atall;,

" our abmty to_finance any future acqmsntlon investment or
alliance on terms acceptable 10 us if at all;

« whather we are able-to establish an acquisition, investment
or alliance on terms that are satisfactory to us, if at all;

= the strength of the other companies’ underlying technology
and ability to executs;-

« intellectual property and litigation related to these tech-
nologies; and '

+ our ability to successfully integrate the acqunred company or
business with our existing business, including the ability to
adequately fund acquired in-process research and develop-

ment projects.

’.

If we are unsuccessful in our acquisitions, investments and alli;
ances, we may be unable to continue to grow our business
significantly or may .record asset impairment charges in the
future. . . ‘ 3 ‘

We may not realizé the expected benefits from our expense
reduction measures; our long-term expense reduction pro-
grams may result in-an increase in short-term expense; and
our head count reductions may lead to additional unintended
consequences. -

As part of our efforts to reduce expanses, |mprove our operating
cost structure and better posmon ourselves competl‘wely, weo are
mplemontmg several _expense redocnon measureslf These cost
reductlon initiatives  include  cost Improvement measuras
desngned “to better allgn operatmg expenses with expected
revenue levels, resource reallocauons head count reductions, the
sale of certam non-strateglc assets and efforts to streamline our
busmess among other actions. These measures could vield
unintended consequences such as distraction of |our manage-
ment and employees, business disruption, attrition beyond our
planned reduction in workforce and reduced employee pro-
ductivity.” We may be wunable to attract or retain key
perscnnel. Attrition beyond our planned reduction in workforce or
a material decrease in employee morale or productivity could
negatively affect our business, financial condition and results of
operations. In addition, ‘our head ¢ount reductions may subject us
to the risk/of ltigation, which could result in substantial
cost. Moreover, our expense reduction programs couid result in
current period charges and expenses that could impact our
ope.rgting results. We cannot guarantee that these measures, or
other expense reduction,measures we take in the future, will
result in the expected cost savings.

We have decided to dwest certam non-stmtegic
assets. Thesa divestitures could pose s.rgmf' cant risks and
may matermﬂy adversely affacr our business, f' nanctal con-
dmon and operatmg results. '

We have divested certain non-strategic assets) including our
Auditory, Cardiac Surgery, Vascutar Surgery, Fluid Management
and Venous Access businesses, and continue to seek to identify
other non-strategic assets for sale. Divestitures| of businesses
may involve. a number of risks, including the- diversion of
management and . employee attention, significant - costs and
expenses, the -loss of .customer relationships,| revenues and
earnings associated with..the divested business, and the dis-
ruption of - operations in 'the affected business. In_addition,
divestitures involve significant postclosing separation activities
through. transition service arrangements, which could invotve the
expsnditure. of significant financial and employee resources and
under which we will be reliant on third parties for|the provision of
significant services. Our inability to effectively consummate
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identified divestitures or manage the post-separation transition
arrangements could adversely affect our business, financial con-
dition and results of operations.

We incurred substantial indebtedness in connection with our
acquisition of Guidant and if we are unable to manage our
debt levels, it could have an adverse effect on our financial
condition or results of operations,

Wae had total debt of $8.189 billion at December 31, 2007, attribut-
able in large part to our acquisition of Guidant. We will be required
to use a significant portion of our opérating cash fiows to reduce
our outstanding debt obligations over the next several years. We
are examining all of our operations in order to identify cost
improvement measures that wilt better align ‘operating ‘expenses
with expected revenue levels and cash flows, and have decided
to sell certain non-strategic assets and have implemented other
strategic initiatives to generate proceads that would be available
for debt repayment. There can be no assurance that these ini-
tiatives will be effective in reducing expenses sufficiently to
enable us to repay our indebtedness. Our term loan and revolving
credit facility agreement contains financial covenants that require
us to maintain specified financial ratios. if we are unable to main-
tain these covenants, we rhay be required to obtain waivers from
our lenders and no assurance can be made that our lenders would
grant such waivers on favorable terms or at all e
Our credit ratings are currently beslow -investment grade,
which could have an adverse impact on our ability to borrow
funds or issue debt securities in the public capital markets.

During the third quarter of 2007, our credit ratings from Stan-
dard & Poor's Rating Services and Fitch Ratings were
downgraded to BB+, and our credit rating from Moody's investor
Service was downgraded to Bal. Al of these are below invest-
ment grade ratings and the ratings outlock by all three rating
agencies is currently negative. These credit rating changes and
our inability to regain investment grade credit ratings could
increase the cost of borrowmg funds in the future on-terms
reasonably acceptable to us. :

o

Our future growth is dependent upon the development of
new products, which requires significant research and devel-
opment, clinical trials and regulatory approvals, all of which
are very expensive and time-consuming and may not result
in a commercially viable product. :

In order to develop new products and 'improve current product
offerings. we focus our research and development programs
largely on the development of next-generation and novel
technology offerings across rﬁultiple programs and divisions,
pamcularly in our drug-eluting stent and CRM programs. We
expect to launch our TAXUS® Liberté® coronary stent system in
the U.S. in the second half of 2008, subject to regulatory appro-
val. In addition, we expect’ to continue to invest in our CRM
technologies, including our LATITUDE® Patient Management
Systern and our next-generation CAM pulfse generator platform. If
we are unable to develop and Jaunch these and other products as
anticipated,. our ability- to maintain or expand our market position
in the drug-eluting stent and CRM markets may be materiglly
adversely impacted.

Further, we expect to invest selectively in greas outside of drug-
eluting stent and CRM technoiogies. There can be no assurance
that these or other technologies will achisve technological feasi-
bility, obtain regulatory approval or gain market aécefntance. A
delay in the development or approval of these technologies or our
decision to reduce funding of these projects may adversely
impact the contribution of these technologies to our future
growth. h '

As a part of the regulatory process of obtaining marksting clear-
ance from the FDA for new products, we conduct and participate
in numerous clinical trials with a variety of study designs, patient
populations and trial endpoints. Unfavorable or inconsistent clin-
ical data from existing or future clinica! trials conducted by us, by
our competitors or by third parties, or the market's perception of
this clinical data, may adversely impact our ability to obtain
product approvals from the FDA, our position in, and share of, the
marksts in which we participate and our business, financial con-
dition, results of operations or future prospects.

We face intense competition and may not be able to keep
pace with the rapid technological changes in the medical
devices industry, which could have an adverse effect on our
business, financial condition or results of aparations.

The medical device market is highly competitive. We encounter
significant competition across our product lines and in sach
market in which our products are sold from varicus medical
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device companies, some of which may have greater financial and
marketing resources than we do. Our primary competitors have
historically included Johnson & Johnson fincluding its subsidiary,
Cordis Corporation) and Medtronic, Inc. (including its subsidiary,
Medtronic AVE, Inc.). Through our acquisition of Guidant, Abbott
has become a primary competitor of ours in the interventional
cardiology market and we now compete with St. Jude Medi
cal, Inc. in the CRM and neuromodulation markets. In addition,
we face competition from a wide range of companies that sell a
single or a limited number of competitive products or which
participate in only a specific market segment, as well as from
non-medical device companies, including pharmaceutical compa-
nies, which may offer alternative therapies for disease states
intended to be treated using our products.

Additionally, the medical device market is' characterized by
extensive research .and development, and rapid technological
change. Developments by other companies of new or improved
products, processes or technologies, in particular in the dfug-
eluting stent and CRM markets, may make our products or
proposed products obsolete or less competitive and may neg-
atrvefy impact our revenues. We are requrred to devote continued
efforts and financial resources to develop or acquire scientifically
advanced technologres and products, apply our technologies cost-
effectively across product lines and markets, attract and retain
skilled development perscnnel, obtain patent and other protection
for our technologies and products, obtain required regulatory and
reimbursement approvals and successfully manufacture and
market our products consistent with our quality standards. if we
fail to develop new products or enhance existing products, it
could have a material adverse effect on our business, financial
condition or results of operations:

Because we derive a significant amount of our revenues from
international operations and a significant percentage of our
future growth is expected to come from intermational oper-
ations, changes in international economic or regulatory
conditions could have a material impact on our businsss,
financial condition or results of operations.

Sales outside the U.S. accounted for approximately 41 percent of
our net sales in 2007. Additionally, a significant percentage of our
future growth‘is expected to come from international operations.
As a result, our sales growth and profitability from our interna-
tional operations may be limited by risks and uncertainties related
to economic conditions in these regions, foreign currency fluctua-
tions, exchange rate fluctuations, regulatory and reimbursement
approvals, competitive offerings, infrastructure development,

rights to intellectual property and our ability to implement our
overall business strategy. Furthér, international markets are also
being affected by economic pressure to contain reimbursement
levels and healthcars costs. The trend in countries around the
world, including Japan, toward more strindent regulatory
requirements for product clearance, changing ireimbursement
models and more rigorous inspection and enforcement activities
has generally caused or may cause medical davncé manufacturers
to experience more uncertainty, delay, risk and el pense. In addi-
tion, most international 1ur|sd|cnons have adopted regulatory
approval and periodic renewal requirements for rnedlcal devices,
and we must comply with these requirements mforder to market
our products in these jurisdictions. Further, soms ermerging
markets raly on the FDA's Certificate for Foreign Government
{CFG) in, lieu of their own regulatory apprOVéI requirements.
Our FDA corporate warning letter prevents our ability to obtain
CFGs; therefore, our ability to market new, products or renew
marketing approvals in countries that rely on CFGs will continue
ta be impacted until the corporate warning letter is revolved. Any
significant changes in the competitive, polmcal legal, regutatory,
rolmbursement or economic environment where we conduct
international operations may' have a material impact on our busi-
ness, financial condition or results of operations.

Healthcare cost conmtainment pressures and legisiative or
administrative reforms resulting in resm‘cﬁv? reimbursement
practices of third-party payors or preferences for alternate
therapies could decrease the demand for our products, the
prices which customers are willing to pay for those products
and the number of procedures performed using our devices,
which could have an adverse effect on our business, financial
condition or results of operations.

Qur products are purcﬁased principally by ho?opitals, physicians
and other healthcare providers around the world that typically bill
various third-party payors, including governmerllta! programs (e.g.,
Medicare and Medicaid), private insurance plans.and managed
cara programs, for the healthcare services|provided to their
patients. The ability of customers to obtain appropriate
reimbursement for their products and services from private and
governmental third-party payors is critical to the success of
medical technology companies. The availability of reimbursement
affects which products customers purchase énd the prices they
are willing to pay. Reimbursement varies from country to country
and can significantly impact the accaptance of new products and
services. After we develop a promising new product, we may find
limited demand for the product unless reimbursement approval is
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obtained from private and governmental third-party payors. Fur-
ther legislative or administrative reforms to the reimbursement
systems in the U.S., Japan, or other international countries in a
manner that significantly reduces reimbursement for procedures
using our medical devices or denies coverage for those proce-
dures could have a material adverse effect on our business,
financial condition or results of operations.

Maijor third-party payors for hospital services in the U.S. and
abroad continue to work to contain healthcare costs. The
introduction of cost containment incentives, combined with closer
scrutiny of healthcare expenditures by both private health insurers
and employers, has resulted in incresased discounts and con-
tractual adjustments to hospital charges for services performed
and has shifted services hetween inpatient and outpatient set-
tings. Initiatives to limit the increase of healthcare costs, including
price regulation, are also underway in several countries in which
wea do business. Hospitals or physicians may respond to these
cost-containment pressures by substituting lower cost products
or other therapies for our products. In light of Guidant's product
recalls, third-party payors may seek claims and further recourse
against us for the recalled defibrillator and pacemaker systems for
which Guidant had praviously received reimbursement.

Consolidation in the healthcare industry could lead to
demands for price concessions or the exclusion of some
suppliers from certain of our significant market segments,
which could have an adverse effect on our business, financial
condition or results of operations.

The cost of healthcare has risen significantly over the past decade
and numerous initiatives and reforms initiated by legislators,
regulators and third-party payors to curb these costs have
resulted in a consolidation trend in the healthcare industry,
including hospitals. This in turn has resulted in greater pricing
pressures and the exclusion of certain suppliers from important
market segments as group purchasing organizations, independent
delivery networks and large single accounts continue to con-
solidate purchasing decisions for some of our hospital customers.
We expect that market demand, government regulation, third-
party reimbursement policies, government contracting
requirements, and societal pressuras will continue to change the
warldwide healthcare industry, resulting in further business
consolidations and alliances among our customers and com-
petitors, which may reduce competition, exsrt further downward
pressure on the prices of our products and may adversely impact
our husiness, financial condition or results of operations.

We rely on external manufacturers to supply us  with
materials and components used in our products and any
disruption of such sourcas of supply could adversoly impact
our production efforts,

We vertically integrate operations where integration provides
significant cost, supply or quality benefits. However, we purchase
many of the materials and components uséd in manufacturing our
products, some of which are custom made. Certain supplies are
purcﬁalsed from single-sources due to quality considerations,
costs of constraints resulting from regulatory requirements. We
rﬁay not be able fo éstablish additional or replacement suppliers
for certain components or materials in a timely manner largely
due to the complex nature of our and many of our suppliers’
manufacturung processes Productlon issues, including capacity
constraint; quality issues affecting us or our suppliers; an inability
to develop and validate alternative sources if required; or a sig-
nificant mcrease in the price of materials or components could
adversely aﬂect Qur Operattons and fmancnal condmon
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I'TEM 1B. UNRESOLVED STAFF COMMENTS

There are no unresolved written comments that were received
from the SEC staff 180 days or more before the end of Qur fiscal
year relating to our periodic or current reports under the Secu-
rities Exchange Act of 1934.

ITEM 2. PROPERTIES

Our world headquarters are located in Natick, Massachusetts. We
have ragional headgquarters located in Tokyo, Japan and Paris,
France. As of December 31, 2007, our manufacturing, research,
distribution and other key facilities totaled more than 10 million
square feet, of which more than seven miliion square fest were
owned by us and the balance under lease arrangements. As of
December 31, 2007, our principal manufacturing and technology
centers, were located in Massachusetts, Indiana, Minnesota, New
Jersey, Florida, California, New York, Utah, Washington, Puerto
Rico, Ireland, Costa Rica and Japan, and our principal distribution
centers were located in Massachusetts, The Netherlands and
Japan. As of December 31, 2007, we maintained 37 manufactur-
ing, distribution and technology centers, 26 in the U.S., one in
Puerto Rico, five in Iretand, one in Costa Rica, two in The Nether-
lands and two in Japan. Many of these faciliies preduce and
manufacture products for more than one of our divisions and
include research facilities. In addition, we share a training facility
in Brussels, Belgium with Abbott and are currently buildjng our
own international training institute in Paris, France, which is
scheduled to open in the first half of 2008. The following is a
summary of our facilities {in square feet):

Total Space Ownad Leased
Domestic 8,006,000 5.912,000 2,084,000
Foreign 2,769,000 1,386,000 1,383,000
Total 10,775,000 7,298,000 3,477,000

ITEM 3. LEGAL PROCEEDINGS

See Note L—Commitments and Contingencies to our 2007
consolidated financial statements included in ltem 8 of this
Form 10-K.

ITEM 4. SUBMISSION OF MATTERS TO A
VOTE OF SECURITY HOLDERS

Nona.
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ITEM 5. MARKET FOR THE COMPANY'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Our commoen stock is traded on the New York Stock Exchange (NYSE) under the symbol “BSX.” QOur annual CEC certification for the
previous year has besn submitted to the NYSE.

The following table provides the market range for our common stock for each of the fast eight quarters based on reported sales prices on
the NYSE.

4

High Low

2007

First Quartar $1859 $14.22

Second Quarter 16.67 1459

Third Quarter ‘ B 15.72 12.16

Fourth Quarter . : 15.03 11.47
2006

First Quarter . $26.48 $20.90

Second CQuarter 23.30 16.65

Third Quarter 17.75 14.77

Fourth Quarter 17.18 1465

We have not paid a cash dividend during the past two years. We currently do not intend to pay dividends, and intend to retain all of our
earnings 1o repay indebtedness and invest in the continued growth of our business. We may consider declaring and paying a dividend in
the future; however, there can be no assurance that we will do so.

At February 20, 2008, there were 15,182 record holders of our common stock,
The closing price of our common stock on February 20, 2008 was $12.61.

Wa did not repurchase any of our common stock in 2007 or 2006. We repurchased approximately 25 miltion shares of our common stock
at an aggregate cost of $734 million in 2005. There are approximately 37 million remaining shares authorized for purchase under our share
repurchase program. We currently do not anticipate material repurchases in 2008.
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Stock Performance Gr}zph et

i ’ .
The graph below compares the five-year total return to stockholders on our common stock with the retuin of the Standard & Poor's 500

Stock Index and the Standard & Poor's Healthcare Equipment Index. The graph assumes $100 was invested in our common stock and in
each of the named indices on January 1, 2003, and that all dividends were reinvested.
COMPARISON OF 5§ YEAR CUMULATIVE TOTAL RETURN
Among Boston Scientific Corporation, The S & P $00 index
And The S & P Health Care Equipment Indax
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ITEM 6. SELECTED FINANCIAL DATA
FIVE-YEAR SELECTED FINANCIAL DATA

{in millions, except per share data)

Operating Data

Year Ended Dacember 31, 2007 2006 2005 2004 200
Net sales $ 8357 $ 7821 $6,283 $5.624 $3.476
Grass profit 6,015 5614 4897 4332 2515
Selling, general and administrative expenses 2909 2675 1814 1,742 1.1
Research and development expenses 109 1,008 680 - 569 452
Rovalty expense 02 2| 27 195 54
Amartization expense 841 530 152 12 839
Purchased research and development ] 4,119 716 €5 7
Restructuring charges 178
Litigation-related charges 365 780 75 15
Loss on assets held for sale 560
Total operating expenses 6,029 8,563 3929 2,758 1818
Operating {loss) incoma (14) {2,949} 968 1.574 657
{Loss] income befere income taxes {569) {3,535) 891 1494 643
Net {loss) income {445) {3.57 628 1,062 az
Net {tass) income per comemon share
Basic $ (033 $ (281} $ 076 $1.27 $ 057
Assuming dilution $ 033 $ 281 $075 $1.24 $056
Weighted-average shares outstanding—basic 1.486.9 127137 8258 83182 8210
Weighted-average shares outstanding—assuming dilution 1,486.9 12737 8376 857.7 B845.4
Balance Sheet Data '
Yoar Ended December 31, 2007 2008 2005 2004 2003
Cash, cash equivalents and marketable securities $ 1452 " $ 1,568 $ 848 $1,640 $ 752
Working capital® 5N © 33 1152 684 487
Total assets KIRL Y 30,882 8,1% 8,170 5,6%
Barrowings {long-term and shorn-term) T 8188 8,902 2,020 2,367 1,725 .
Stockhalders’ equity 15097 15,298 4,282 4025 2862
Book value per common share $ 10,12 $ 10.37 $522 $ 482 $ 245

* In 2007, certain assets and liabilities were reclassified to “Assets hald for sale” and “Liabilities associated with assets held for sale” captions in our consolidated balance
sheets. These assats and liabilities are labeled as ‘current’ to give effect to the short term nature of those assets and liabilities that were divested in the first quarter of 2008 in
connection with the sale certain of our businesses. We have reclassified 2006 balances for comparative purposes, both on the face of the conzolidated balance sheets, and in
the working capital metric above. We have not restated working capital for 2005 or prior pericds, as we did not have assets and liabilities held for sale prior to 2006, nor are
they presented on the face of the consolidated balance sheets.

We paid a two-for-one stock split in the form of a 100 percent stock dividend on November 5, 2003. All information above pertaining to

2003 above has been restated to reflect the stock split. '

See also the notes to our consolidated financial statements included in item 8.
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ITEM 7. MANAGEMENT’S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview ;

Boston Scientific Corporation is .a worldwide developer, manu-
facturer and marketer of medical devices that are used in a broad

range of Interventional medical 'specialties. Our mission is to

improve the quality of patient care and the productivity of health-
care delivery thlrough the development_ and adv:ocacy of less-
invasive medical devices and procedures. We accomplish this
mission through, the continuing refinement of existing products
and procedures and the investigation and development of new
technologies that can reduce risk, trauma, cost, procedure time
and the need for aftercare. Our approach to innovation combines
internally developed products and _techqologies with thosé we
obtain externally through our acquisitions and laliiances. The
growth and success of our organization is dependent L;pon the
'shared values of our people. Our quality policy, applicable to all
:employees. is “| improve the quality of patient care and all things
Boston Scientific.” This: personal commitment connects our
people with the vision.and mission of Boston Scientific.. .

Our management's discussion and analysis (MD&A) begins with
an executive summary"that ‘putlines-financial highlights-of.2007
-and identifies key trends that impacted operating results during
the year. We supplement this summary with an in-depth look at
'the maijor issues we believe are rhost relevant to our current and
future prospects. We follow this ‘discussion with an examination
of the material changes in our operating results for 2007 as
compared to 2008.and for 2006 as compared to.2005. We then..
provide an.examination of liquidity, focusing primarily on matarial -

changes in our operating, investing and financing cash flows; as, ’
1 B ¥ = 1 ) o - - .

depicted in.our consolidated statements of cash.flows included in
tem8 of this Form 10K, and the trends underlying these
changes. .Finally, the. MD&A provides information. o our critical;- -
accounting policies.

On April 21, 2006, we consummated our acquisition of Guidant
Corporation. With this acquisition, we have become a major
provider in the $10 billion global Cardiac Rhythm Management
(CRM) market, enhancing our overall competitive position and
long-term growth potential, and further diversifying our product
portfolio. The acquisition has established us as one of the world's
largest cardiovascular device companies and a global leader in
microslectronic therapies. As a result of the acquisition, we now
manufacture a variety of implantable devices that monitor the
heart and deliver electricity to treat cardiac abnormalities,

e - e = P —— . e e e
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. CRM and Cardiac Surgery businesses beginning on the date of

including tachycardia {abnormally fast or chaotic heart rhythms),
bradycardia (slow or-irregular heart rhythms), and heart failure (the
heart's inability to pump effectively). These devices include
implantable cardioverter defibrillator (ICD) and paceraker sys-
tems: In addition, -we -acquired Guidant's Cardiac Surgery
busin_eés. which produces cardiac surgery systems to perform
cardiaé surgical .ablation, endoscopic vessel harvesting and clamp-
Iess~beating-héart bypass surgery. We diveste{d the Cardiac
Surgery business in a separate transaction in ZOOEIB; see Strategic
Initiatives within the Executive Summary that folllows for more
information on this and our other business divestitures. We also
now share certain drug-eluting technology with Abbott Labo-
ratories, whichigives us access to a second drug-eluting stent
progigm, and complements our TAXUS® stent system program.
See -Note C—Acquisitions to cur 2007 consolidated financial
statements in¢luded in Item 8 of this Form 10-K for further details
on the Guidant acquisition and Atbott transaction.

Qur operating results for the year ended Dgcqmber 31, 2007
inclug? a full year of results of our CRM and Cardiac Surgery
businesses that we acquired from Guidant. Our operating results
for the year ended December 31, 2006 include ll‘lB results of the

acquisition. We have included supplemental prc% forma financia!
information in_‘No'te C:Aqquisftfons to our 2007 consolidated
" financial staternents.included in Item 8 of this Form 10-K, which
gives effect to the acquisition as though it ha occurred at the
beginning of 2008 and 2005

Executive Summary

Fin.'\arncial Highi‘ights and Trends

Our net sales in 2007 increased to $8.2'357 billion from

$7.821 billion in 2006, an increase .of $536 million or 7 percent.
".Ou.r teported net loss for 2007 was $495 million, or $0.33 per

diluted share, on approximately 1.5 billion ;weighted-average
.. shares outstanding, as compared to a net loss for 2006 of
" $3.577 biltion, or $2.81 per diluted share, on approximately 1.3

pillion weighted-average shares outstanding. Our reported resufts
" included " acquisition-, divestiture-, litigation- and restructuring-

related charges? (after tax} of $1.092 biliion, o $0.73 per diluted

2 |n 2007, these charges (after-tax) include: a $553 million lcharge associated with
the write-down of goodwill in connection with business divestitures; a $294 million
charge associated with on-going patent litigation; $131 fnillion of restructuriny
relatad charges associated with our expense and head colnt reduction initiatives;,
an $84 million charge for in-process ressarch and development costs; and $3
million in charges related to our 2006 acquisition of Guidant. In 2006, these
charges included: $4.477 billion in purchase price adjustrrents related to Guidant,
associated primarity with a $4.169 billion charge for in—pr:less research and devel-
opment costs and a $169 million charge for the step-up vglue of Guidant inventory
sold: $143 miflion in other costs related primarily to the Guidant acquisition; and a
$54 million credit resulting primarily from the reversal of accrued contingent
payments due to the cancellation of the abdominal acrtic aneurysm {AAA) program
that we obtained as part of our acquisition of TriVascular, Inc.

. |
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share in 2007, as compared to acquisitionrelated charges (after
tax} of $4.566 hbillion, or $3.58 per diluted share, in 20086. Cash
provided by operating activities was $934 million in 2007 as
compared to $1.845 billion in 2006.

The increase in our net sales for 2007 was driven primarily by our
2006 acquisition of Guidant. Worldwide sales of our CRM busi-
ness increased to $2.124 biltion from $1.371 billion in 2008, an
increase of $753 million or 55 percent, on an as reported basis.
On a pro forma basis, including the acquired CRM business for
the entire year in 2008, CRM revenue increased $98 million, or
five percent. The increase was a result of growth in the size of
the warldwide markets for both iCD and pacemaker systems, We
estimate that the size of the combined worldwide CRM market
increased six percent in 2007, as compared to 2006.

Partially offsetting increases in sales of our CRM products was a
decrease in our coronary stent system sales. Worldwide sales of
our coronary stent systems in 2007 were $2.027 billion, as
compared to $2.506 billion in 20086, a decrease of $472 million or
19 percent. The deterioration was driven by decreases in sales of
our drug-eluting coronary stent systems, attributable primarily to a
decline in the worldwide drug-eluting stent market size.
Uncertainty regarding the perceived risk of late stent thrombosis?
following the use of drug-eluting stents has resulted in fower
procedural volumes and contributed to the overall decline. During
2007, we successfully launched our TAXUS® Express?™ drug-
aluting coronary stent system in Japan, and have achieved a
leadership position within the worldwide drug-eluting stent
market.

During 2007, waorldwide sales from our Endosurgery businesses
increased to $1.479 billion from $1.346 billion in 2006, an increase
of 10 percent. Further, our Neuromedulation business generated
$317 miflion in net sales during 2007, as compared to
$234 million in 20086, an increase of 36 percent.

At December 31, 2007, we had total debt of $8.189 billion, cash
and cash equivalents of $1.452 billion and working capital of
$2.671 billion. During 2007, we prepaid $750 million of debt and
prepaid an additional $200 million in January 2008. We expect to
make a further payment of $425 million befara the and of the first

uarter of 2008 and expect to continue to use a significant portion
f our future operating cash flows over the next several years to
educe our debt obligations.

3 Late stent thrombosis is the formation of a clot, or thrombus, within the stented
area one year or more after implantation of the stent.

Strategic Initiatives

In 2007, we announced several new initiatives designed to
enhance short- and long-term shareholder value, including the
restructuring of several of our businesses and the sale of five
non-strategic businesses, as waell as significant expense and head
count reductions. Our goal is to better align expenses with rev-
enues, while preserving our ability to make needed investments
in quality, rasearch and development (R&D), capital and our
people that are essential to our long-term success. We expect
these initiatives to help provide better focus on our core busi-
nessas and priorities, which will strengthen Boston Scientific for
the future and position us for increased, sustainable and profitable
sales growth. Our plan is to reduce R&D and selling, general and
administrative (SG&A) expenses by $475 million to $525 million
against a $4.1 billion baseline, which represented our estimated
annual R&D and SG&A expensas at the time we committed to
these initiatives in 2007. This range represents the annualized run
rate amount of reductions we expect to achieve as we exit 2008,
as the implementation of these initiatives will take place
throughout the year; however, we expect to realize the majority
of these savings in 2008. In addition, we expect to reduce our
R&D and SG&A expenses by an additional $25 million to $50
million in 2009.

Restructuring

In October 2007, our Board of Directors approved an expense and
head count reduction plan, which we expect will result in the
elimination of approximately 2,300 positions worldwida. We are
providing affected employees with severance packages,
cuiplacement services and other appropriate assistance and
support. The plan is intended to bring expenses in fine with
revenues as a part of our initiatives to enhance short- and long-
term shareholder value. We initiated activities under the plan in
the fourth quarter of 2007 and expect to complete substantially all
of these activities worldwide by the end of 2008. As of
December 31, 2007, we had completed more than half of the
anticipated head count reductions. The plan also provides for the
restructuring of several businesses and product franchises in
order to leverage resources, strengthen competitive positions,
and create a more simplified and efficiant business model. Ws
expect that the execution of this plan will result in total costs of
approximately $425 million to $450 million. We recorded $205
million of these costs in the fourth quarter of 2007, and expect 1o
record the remainder throughout 2008 and into 2009. We are
recording these costs primarily as restructuring charges, with a
portion recorded through other lines within our consolidated
statements of operations. Refer 1o Results of Operations and
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Note G—Restructuring to our 2007 consolidated financial state-
mens included in Item 8 of this Form 10-K for more information
on these initiatives.

Divestitures

Duririg 2007, we determined that our Auditory, Vascular Surgery,
Card ac Surgery, Venous Access and Fluid Management busi-
nesses were no longer strategic to our ongoing operations.
Therafore, we initiated the process of selling these businesses in
2007, and completed the sale of these businesses in 2008, as
discussed below. We received gross proceeds of approximately
$1.3 billion from these divestitures, and estimate future tax
payments of approximately $350 million associated with these
transactions. The combined 2007 revenues generated from these
businesses was $553 million, or seven percent of our net sales.
Approximately 2,000 positions were eliminated in connection with
our business divestitures.

In January 2008, we completed the sale of a controlling interest in
our Auditory business and drug pump development program to
entities affiliated with the principal former shareholders of
Advanced Bionics Corporation for an aggregate payment of $150
millicn. In connection with the sale, we recorded a loss of $367
million (pre-tax) in 2007, attributable primarily to the write-down of
goodwill.

In January 2008, we completed the sale of our Cardiac Surgery
and Vascular Surgery businesses for $750 million in cash. In
connection with the sale, we reccrded a loss of $193 million (pre-
tax) in 2007, attributable primarily to the write-down of goodwill.
In acdition, we expect to record a tax expense of approximately
$50 million in the first quarter of 2008 in connection with the
closing of the transaction.

In February 2008, we completed the sale of our Fluid Manage-
men- business and our Venous Access franchise, previously part
of our Oncology business, for $425 million in cash. We expsct to
record a pre-tax gain of approximately $230 million during the first
quarter of 2008 associated with this transaction.

Refer to Note E—Assets Held for Sale to our 2007 consolidated
financial statements included in item 8 of this Form 10-K for more
information regarding these transactions.

In March 2007, we announced our intent to explore the benefits
that could be gained from operating our Endosurgery group as a
separately traded public company that would become a majority-
owned subsidiary of Boston Scientific. In July 2007, we
completed our exploration of an IPO of a minority interest in our

Endosurgery group and determined that the group will remain
wholly owned by Boston Scientific.

Monetization of Investments

During the second quarter of 2007, we announced our decision to
manetize the majority of our investmaent portfolio in order to
sliminate investments determined to be non-stratggic. Following
this decision, in 2007, we monastized several of oudr investments
in, and notes receivable from, certain publicly traded and privately
held companies. We received total gross proceeds of $243 million
in 2007 from thé sale of investments and collections of notes
receivable. We intend to monetize the rest of our non-strategic
portfolio investments over the next several gquarters. The total
carrying value of our portfolio of equity investments and notes
receivable was $378 million as of December 31, 2007. We
believe that the fair value of our individual investments and notes
receivable equals or exceeds their carrying values as of
December 31, 2007; however, we could recognize losses as we
monstize these investments depending on the market conditions
for these investments at the time of sale and the net proceeds
we ultimately receive. Refer to cur Other, net discussion and
Note F—Investments and Notes Receivable 10 our 2007 con-
solidated financial statements included in ltem Slof this Form
10-K for more information on our investment portfolio and activity.

FDA Warning Letters

In December 2005, Guidant received an FDA warning letter citing
certain deficiencies with respect to its manufacturing guality
systems and record-keeping procedures in its CRM facility in St.
Paul, Minnesota. In April 2007, following FDA reinspections of our
CRM facilities, we resolved the warning letter and)all associated
restrictions were removed.

in January 2006, legacy Boston Scientific received a corporate
warning letter from the FDA notifying us of seripus regulatory
problems at three of our facilitiss and advising us that our
corporate-wide corrective action plan relating to three sité-specific
warning letters issued to us in 2005 was inadequate. In order to
strengthen our corporate-wide quality controls, |we launched
Project Horizon, which has resulted in significarit incremental
spending on and the reallocation of internal employee and
management resources to quality initiatives. It has also resulted i
adjustments to the launch schedules of certain praducts and th
decision to discontinue certain other product lines over tima.

We believe we have identified sclutions to the quality system
. . . | .

issues cited by the FDA and continue to make progress in tran-
sitioning our organization to implement those solutions. We
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engaged a third party to audit our enhanced quality systems in
order to assess our corporate-wide compliance prior to
reinspection by the FDA. We completed substantially all of these
third-party audits during 2007 and, in February 2008, the FDA
commenced its reinspection of certain of our facilities. We
belisve that these reinspections represent a critical step toward
the resolution of the corporate warning letter.

in addition, in August 2007, we received a warning letter from the
FDA regarding the conduct of clinical investigations associated
with our TriVascular AAA program. We are taking corrective
action and have made certain commitments to the FDA regarding
the conduct of our clinical trials. We terminated the TriVascular
AAA program in 2006 and do not believe this warning letter will
have an impact on the timing of the resoiution of our corporate
warning letter.

There can be no assurances regarding the length of time or cost it
will take us to resolve these quality issues to our satisfaction and
to the satisfaction of the FDA. Qur inability to resolve these
quality issues in a timely manner may further delay product
launch schedules, including the anticipated U.S. launch of our
next-generation drug-eluting stent system, the TAXUS® Liberté®,
which may weaken our competitive position in the market. If our
remedial actions are not satisfactory to the FDA, we may need to
devote additional financial and human resources to our efforts,
and the FDA may take further regulatory actions.

Outlook

Coronary Stent Business .

oronary stent revenue represented approximately 24 percent of
ur consolidated net sales for 2007, as compared to 32 percent in
006, as a result of our acquisition of Guidant, which significantly
xpanded our product offerings, as well as a decline in our coro-
ary stent system sales in 2007. We estimate that the worldwide
otonary stent market approximated $5.0 billion in 2007, as
ompared to approximately $6.0 billion in 2006, and estimate that
rug-eluting stents represented approximately 80 percent of the
ollar value of worldwide coronary stent market sales in 2007, as
ompared to S0 percent in 2008, Coronary stent market size is
riven primarily by the number of percutaneous coronary inter-
ention (PCl) procedures performed; the number of davices used
er procedure; average drug-eluting stent selling prices; and the
rug-eluting stent penetration rate (@ measure of the mix
etween bare-metal and drug-eluting - stents used across
rocedures). Uncertainty regarding the efficacy of drug-eluting
stents, as well as the increased perceived risk of late stent

thrombosis following the use of drug-eluting stenis, has con-
tributed to a decline in the worldwide drug-eluting stent market
size. However, recent data addressing this risk and supporting the
safety of drug-eluting stent systems could positively affect the
size of the drug-eluting stent market, as referring cardiologists
regain confidence in this technology.

in October 2006, we received CE mark approval to begin
marketing our PROMUS™ everolimus-gluting coronary stent
system, which is a private-labsled XIENCE™ V drug-eluting stent
system supplied to us by Abbott, Under the terms of our supply
arrangement with Abbott, the profit margin of a PROMUS stent
system is significantly lower than that of our TAXUS® stent
system. Therefore, an increase in PROMUS stent system rev-
enue relative to our total drug-eluting stent revenue could have a
negative impact on our profit margins. We will incur incremental
costs and expend incremental resources in order to develop and
commercialize additional products utilizing ‘everolimus-eluting
stent technology and to support an internally developed and
manufactured everolimus-eluting stent system in the future. We
expect that this stent system will have profit margins more
comparable to our TAXUS stent system. See the Purchased
Research and Development section for further discussion.

In June 2007,‘Abbott submitted the final module of a pre-market
approval (PMA) application to the FDA seeking approval in the U.S.
for both the XIENCE V and PROMUS stent systems. In November
2007, the FDA advisory panel reviewing Abbott's PMA submission
voted to recommend the stent systems for approval. Following
FDA approval, which Abbott is expecting in the first half of 2008,
we plan to launch the PROMUS stent system in the U.S.

The following are the components of aur worldwide coronary
stent system sales:

Yeear Ended
December 31, 2006

Year Ended
Dacemher 31, 2007

{in miflions) U.S. | Iotarnational | Totel U.S. | International | Total
Drug-eluting $1,006 $782 $1.768 | $1.561 $797 $2,358
Bare-metal 104 135 239 52 96 148

$1.110 $917 52021 | $1.613 $833 $2.506

During 2007, sales of our TAXUS stent system in the U.S.
declined $555 million. or 36 percent, as cormpared to the prior
year, due to a decline in market size. Decreases in drug-eluting
stent penetration rates, as well as decreases in PCl procedural
volume contributed to an overall reduction in the U.S. coronary
stent market size. Drug-eluting stent penetration rates wera 62
percent exiting 2007, as compared to 73 percent exiting 2006,

— 33 -

BOSTON SCIENTIFIC AND SUBSIDIARIES




PART Il

Penetration rates decreased throughout 2007, but appear to have
stabilized at approximately 62 percent during the fourth quarter of
2007, which was largely consistent with the third quarter average
penetration rate of 63 percent. We estimate that the number of
PC| procedures performed in the U.S. in 2007 decreased sight
percent, as compared to 2006. Despite the decrease in the size of
the U.S. drug-eluting stent market, we remain the market leader
with 55 percent market share for 2007. However, we expect that
there will be increased pressure on our U.S. drug-eluting stent
system sales due to new competitive launches. Until February
2008, the TAXUS® stent system was one of only two drug-eluting
stent products in the U.S. market. In February, however, an addi-
tional competitor entered the U.S. drug-sluting stent market. Our
share of this market, as well as unit prices, are expected to be
negatively impacted as additional competitors enter the U.S. drug-
eluting stent market, including Abbott’'s anticipated launch of
XIENCE™ V in the first half of 2008.

During 2007, our international drug-eluting stent system net sales
decreased $15 million, or two percent, as compared to 2006, due
primarily to an overall decline in the size of the international drug-
eluting stent market. Sales of our drug-eluting stent systems in
our Europe and Inter-Continental markets were negatively
impacted by declines in market size as a result of decreases in
drug-eluting stent penetration rates and decreased PCl procedural
volume, as compared to 2006, driven primarily by continued
concerns regarding safety and efficacy. This decline was offset
partially by the successful launch of our TAXUS® Express?™ drug-
eluting coronary stent system in Japan in May 2007,

Historically, the worldwide coronary stent market has been
dynamic and highly competitive with significant market share
volatility. In addition, in the ordinary course of our business, we
conduct and participate in numerous clinical trials with a varisty of
sttdy designs, patient populations and trial end points.
Unfavorable or inconsistent clinical data from existing or future
clinical trials conducted by us, by our competitors or by third
patties, or the market's perception of this clinical data, may
adversely impact our position in and share of the drug-eluting
stent market and may contribute to increased volatility in the
market. In addition, the FDA has informed stent manufacturers of
new requirements for clinical trial data for PMA applications and
post-market surveillance studies for drug-sluting stent products,
which could affect our new product launch schedules and
increase the cost of product approval and compliancs.

We believe that we can maintain our leadership position within
the worldwide drug-eluting stent market for a variety of reasons,
including:

- the broad and consistent long-term results of our TAXUS®
clinical trials, including up to five years of ctinical follow up;

« the performance benefits of our current and future technol-
ogy; l
« the strength of our pipeline of drug-eluting|stent products,
including opportunities to expand indications for use through
FDA review of existing and additional randomized trial data in
extended use subsets; |

‘

« our overall position in the worldwide interventional medicine
market and our experienced interventional cardiology sales
force;

« our sales, clinical, marketing and manufacturing capabilities;
and ’

« our two drug-eluting stent platform strategly, including our
TAXUS® paclitaxel-eluting and our PROMUS™ everolimus-
eluting coronary stent systems.

HoWever, a further decline in revenues from Iour drug-eluting
stent systems could continue to have a significant adverse impact
on our operating results and operating cash flows. The most
significant variables that may impact the size of :the drug-eluting
stent market and our position within this market include:

s the entry of additional compstitors into the markst, including
the recent approval of a competitive product ip the U.S,;

» physician and patient confidence in our technology and atti
tudes toward drugeluting stents, including expected
abatement of prior concerns regarding the risk of late sten
thrombosis;

» drug-eluting stent penetration rates, the ovlerall number o
PCI procedures performed, average number, of stents use
per procedure, and declines in average selling prices of drug
aluting stent systems; '

- variations in clinical results or perceived product performanc
of our or our competitors’ products;

« delayed or limited regulatory approvals and unfavorabi
reimbursement policies;

« the outcomes of intellectual property litigation;

« our ability to launch next-ger.eration products and technolog
featurss, including our TAXUS® Liberté® paclitaxel-elutin
coronary stent system and our PROMUS™ ev'erolimus—elutin
coronary stent system, in the: U.S. market;
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+ our ability to retain key members of our sales force and other
key personnel; and

= changes in FDA clinical trial data and post-market surveillance
requirements and the associated impact on new product
launch schedules and the cost of product approvals and
compliance.

CRM Business

CRM revenue represented approximately 25 percent of our
consolidated net sales for 2007, as compared to approximately 18
percent in 2008, or 24 percent on a pro forma basis, including the
CRM business for the entire year in 2006. We estimate that the
worldwide CRM market approximated $10.0 billion in 2007, as
compared to approximately $9.5 billion in 2006, and estimate that
U.S. ICD system sales represented approximately 40 percent of
the worldwide CRM market in 2007, as it did in 2006.

The following are the components of our worldwide CRM sales:

Year Ended
December 31, 2007

International | TYotal 1.8,

Yoar Ended
Deacomher 31, 2006

International | Total

{in millions) .S,

ICD systems $1,053 $489 $1.542 | $1,053 $420 $1,473
Pacemaker systems 318 264 582 305 248 593
$1.31 $753 $2124 | $1.358 $668 $2.026
Less: Jan 1 - Apr 20 net sales 655

CAM sales, as reported | $1.3M

On a pro forma basis, our U.5. sales of ICD systems for 2007
remained flat with 2006, with both the market size and our share
of the market substantially unchanged. Our international ICD
system sales increased 16 percent in 2007, as compared to 20086,
on a pro forma basis, due primarily to an increase in market size.
e also experienced year-over-yaar growth, on a pro forma basis,
in pacemaker system sales in both the U.S. and international
markets. However, a field action initiated in 2007 by one of our
ompetitors may have an adverse impact on the overall size of
he CRM market. In addition, our net sales and market share in
apan were negatively impacted by a decision made in 2007 by
ur CRM distributor in that country to no longer distribute our
RM products. As a resuit, we are currently moving to a direct
ales model in Japan and, until we fully implement this model,
ur net sales and market share in Japan may be negatively
mpacted.

orldwide CRM market growth rates in 2007 and 2006, including
the U.S. ICD market, were below those experienced in prior

years, resulting primarily from previous field actions in the
industry and from a lack of naw indications for use. While we
expect that growth rates in the worldwide CRM market will
improve over time, there can be no assurance that these markets
will return to their historical growth rates or that we will be able to
increase net sales in a timely manner, if at all. The most sig-
nificant variables that may impact the size of the CRM market and
our position within that market include:

» our ability to launch next-generation products and technology
features in a timely manner;

« our ability to re-establish the trust and confidence of the
implanting physician community, the referring physician
community and prospective patients in our technology;

« future product field actions or new physician advisories by us
Or our competitors;

» successful conclusion and positive outcomes of on-going
clinical trials that may provide opportunities to expand
indications for use;

« variations in clinical results, reliability or product performance
of our and our competitors” products;

« delayed or limited regulatory approvals and unfavorable
reimbursement policies; .

« our ability to retain key membaers of our sales force and other
key personnel; .

» new compatitive launches;

= declines in average selling prices and the overall number of
procedures performed; and

» the outcome of legal proceedings related to our CRM busi-
ness.

In April 2007, following FDA reinspections of our CRM facilities,
we resolved the warning letter issued to Guidant in December
2005 and all associated restrictions were remaoved. We believe
the FDA’s decision is a crucial element in our ongeing efforts to
rebuild trust and restore confidence in our CRM product offerings,
and has allowed us to resume our new product cadence.
Following the resolution of the warning letter, we received
various FDA approvals that had been pending and have since
launched several new CRM products.

Intellectual Property Litigation

There continues to be significant intellectual property litigation in
the coronary stent market. We are currently involved in a number
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of legal proceedings with our existing competitors, including
Johnson & Johnson and Medtronic, Inc. There can be no assur-
ance that an adverse outcome in one or more of these
proceedings would not impact our ability to meet our objectives in
the coronary stent market. See Note [—Commitrents and
Contingencies to our 2007 consoclidated financial statements
included in Item 8 of this Form 10-K for a description of these
iegal proceedings.

Innovation

Qur approach to innovation combines internally developed prod-
ucts and technologies with those we obtain externally through
acquisitions and alliances. Qur research and development pro-
gram is focused largely on the development of next-generation
and novel technology offerings across multiple programs and
divisions. We now have access to a second drug-eluting stent
program, which complements our existing TAXUS® stant system
program. We expect to continue to invest in our paclitaxel drug-
eluting stent program, along with our internally developed and
‘manufactured everolimus-eluting stent program, to continue to
sustain our leadership position in the worldwide drug-eluting stent
market. During 2008, we expect to incur incremental  capital
expenditures and research and development expenses as a result
of our two drug-eluting stent programs. We sucéessfully launched
our next-generation drug-eluting stent product, the TAXUS® Lib-
erté® stent system, during 2005 in our Eurcpe and !Inter-
Continental markets, and expect to launch the product in the U.S.
in the second half of 2008, subject to regulatory approval. In addi-
tion, we expect to continue to invest in our CRM technologies,
including our LATITUDE® Patient Management System, a
technology that enables physicians to monitor device perform-
ance remotely while patients remain in their homes. In October
20086, the FDA approved expansion of our LATITUDE system to
be used for remote menitoring in certain existing ICD systems
and cardiac resynchrenization defibrillator (CRT-D) systems. In
addition, we will continue to invest in our next-generation pulse
generator platform acquired with Guidant. We recently received
CE Mark approval for our next-generation COGNIS™ CRT-D and
TELIGEN™ ICD devices utilizing this technology and expect to
launch these products in the U.S. in the second half of 2008,
subject to regulatory approval. We also expect to invest
selectively in areas outside of drug-eluting stent and CRM tech-
nologies. There can be no assurance that these technologies will
achieve technologica! feasibility, obtain regulatory approvals or
gain market acceptance. A delay in the development or approval
of these technologies may adversely impact our future growth.

‘the fulfillment of our contingent consideration oblﬂgations may be

Qur acquisitions are intended to expand further ou.[lr ability to offer
our customers effective, high-quality medical devices that satisfy
their interventional needs. Management beligves it has developed
a sound plan to integrate acquired businesses; However, our
failure to integrate these businesses successfully could impair our
ability to realize the strategic and financial objectives of these
transactions. Potential future acquisitions, including companies
with whom we currently have alliances or options!to purchase, or

dilutive to our earnings and may require additionaf debt or equity
financing, depending on their size and nature. Further, in con-
nection with these acquisitions and other alliances, we have
acquired numerous in-process research and de\}e1opmem proj-
acts. As we continue to undertake strategic growth initiatives, it
is reasonable to assume that we will acquire additjonal in-process
rasearch and development projects.

We have entered a significant number of alliances with both
privately held and publicly traded companies. Many of these alli-
ances involve equity investments and some give us the option to
acquire the other company cor its assets in the future. We enter
these alliances to broaden our product technology portfolio and to
strengthen and expand our reach into existing and new markets.
During 2007, we began the process of monetizing certain invest-
ments and alliances no longer determined to be stllategic (see the
Strategic Initiatives section). While we believe |our remaining
strategic investments are within attractive markets with an out-
look for sustained growth, the full benefit of thelse alliances is
highly dependent on the strength of the other co ipemies' under-
lying technology and ability to execute. An inabllity to achieve
regulatory approvals and launch competitive produLt offerings, or,
litigation related to these technologies, among other factors, may
prevent us from realizing the benefit of these aIIianclés.

While we belisve that the size cf drug-eluting s{ent and CRM
markets will increase above existing levels, there can be no
assurance as to the timing or extent of this recoverlly. In 2008, we
will continue to examine and, if necessary, reprioritjze our internal
research and development. project portfelio ancl our external
investment portfolio based on expectations of future marke
growth. This reprioritization may result in our decision to sell,
discontinue, write down, or otherwise reduce the funding o
certain projects, operations, investments or assets.|Any procesd
from sales, or any increases in operating cash flows, resultin
from these reprioritization activities may be used to reduce dsb
or may be reinvested in other research and developI ment project
or other operational initiatives.

BOSTON SCIENTIFIC AND SUBSIDIARIES

— 36 —




PART 11

Reimbursement and Funding

Cur products are purchased principally by hospitals, physicians
and other healthcare providers worldwide that typically bill various
third-party payors, such as governmental programs (e.g., Medi-
care and Medicaid), private insurance plans and managed-care
programs for the healthcare services provided to their patients.
Third-party payors may provide or deny coverage for certain
technologies and associated procedures based on independently
determined assessment criteria. Reimbursement by third-party
payors for these services is based on a wide range of method-
ologies that may reflect the services' assessed resource costs,
clinical outcomes and economic value. These reimbursement
methodologies confer different, and often conflicting, levels of
financial risk and incentives to healthcare providers and patients,
and these methodologies are subject to frequent refinements.
Third-party payors are also increasingly adjusting reimbursemant
rates and challenging the prices charged for medical products and
services. There can be no assurance that our products will be
automatically covered by third-party payors, that reimbursement
will be available or, if available, that the third-party payors'
coverage policies will not adversely affect our ability to sell our
products profitably. There is no way of predicting the outcome of
these reimbursement decisions, nor their impact on our operating
results. :

International Markets

International markets, including Japan, are also affected by
acongomic pressure to contain reimbursement levels and health-
care costs. Our profitability from our international operations may
be limited by risks and uncertainties related to economic con-
ditions in these regions, currency fluctuations, regulatory and
reimbursement approvals, competitive offerings, infrastructure
development, rights to intellectual property and our ability to
implement our overall business strategy. Any significant changes
in the compstitive, political, regulatory, reimbursement or
economic environment where we conduct international oper-
ations may have a material impact on our business, financial
condition or results of operations. Initiatives to limit the growth of
healthcare costs, including price regulation, are under way in
many countries in which we do business. Implementation of cost
ontainment initiatives and healthcare reforms in significant
arkets such as Japan, Europe and other international markets
ay limit the price of, or the level at which reimbursement is
rovided for, our products and may influence a physician’s
election of products used to treat patients. We expect thess
ractices 10 put increased pressure on reimbursement rates in
hese markets.

In addition, most international jurisdictions have adopted regu-
latory approva!l and periodic renewal requirements for medical
devices, and we must comply with these requirements in order to
market our products in these jurisdictions. Further, some
emerging markets rely on the FDA's Certificate for Foreign
government (CFG) in lieu of their own regulatory approval
requirements. Our FDA corporate warning letter prevents our
ability to obtain CFGs; therefore, our ability to market new prod-
ucts or renew marketing approvals in countries that rely on CFGs
will continue to be impacted until the corporate warning letter is
rasolved, Qur limited ability to market our full line of existing
products and to launch new products within these jurisdictions
could have a material adverse impact on our business.

Results of Operations
Net Sales

The following table provides our worldwide net sales by region
and the relative change on an as reported and constant currency
basis:

2007 versus 2006 2006 versus 2005
As As

Reported | Constant | Reported | Constant

Currency | Currency | Currency | Currency
{in millirs) 2007 | 2006 | 2005 Basis Basis Basis Basis
United States $4.873 | $4.840 | 83,852 2% 2% 2% 26%
Europe 1807 ] 1576 1,204 15% 5% 3% 9%
Asia Pacific 1176 948| 866 24% 23% 9% 13%
Inter-Continental 49| 457 361 1% (6)% 27% 23%
International 3433| 2881 2431 15% % 8% 2%
Worldwide $8,357 | $1.821 | $6.283 ™ 5% 24% 24%

The following table provides our worldwide net sales by division
and the relative change on an as reported basis;

2007 2006

yorsus versus
(in milions) 2007 2006 2005 2006 2005
Interventional Cardiolagy ] $3,197 | $3612 | $3.763 | {14]%]| (5%
Peripheral Interventions/ Vascular Surgery 627 666 715 (6% (71%
Electraphysiology 147 134 132 0% 2%
Neurovascular 352 ‘328 n 8% 18%
Cardiac Surgery 194 132 N/A 47% | N/A
Cardiac Rhythm Management 2924 | 1IN N/A 55% | N/A
Cardiovascular 6561 | 6241 | 4907 5% 1%
Oncology 23 .2 207 5% %
Endoscopy 843 754 697 12% 8%
Urology 403 n 324 9% 15%
Endosurgery 14719 | 136 | 1228 10% 10%
Neuromodulation 7 234 148 5% 58%
Worldwide $8.357 | $7.821 | $6283 ™| 2%
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We manage our international operating regions and divisions on a
constant currency basis, and we manage market risk from cur-
rency exchange rate changes at the corporate level. The relative
change on a constant currency basis by division approximated the
change on an as reported basis. To calculate revenue growth
rates that exclude the impact of currency exchange, we corivert
actual current-period net sales from local currency to U.S. dollars
using constant currency exchange rates. The regional constant
currency growth rates in the table above can be recalculated from
our net sales by reportable segment as presented in Note P—
Segment Reporting to our 2007 consolidated financial statements
included in ltem 8 of this Form 10-K. Growth rates are based on
actual, non-rounded amounts and may not recalculate precisely.

U.8. Net Sales

In 2007, our U.S. net sates increased 383 million, or two percent,
as compared to 2006. The increase related primarily 10 increases
in U.S. CRM and Cardiac Surgery business sales of $502 million
due to a full year of consclidated operations in 2007, whereas the
results for these businesses ware inciuded only following the
April 21, 2008 acquisition date in 2006. In addition, we achieved
year-overyear U.S. sales growth of $64 million in our Endo-
surgery businesses and $65 million in our Neuromodulation
business. Offsetting these increases was a decline in U.S, net
sales of our TAXUS® drug-eluting stent system of $555 million,
due primarily to a decrease in the size of the U.S. drug-eluting
stent market. This decrease was driven principally by continued
declines in drug-eluting stent penetration rates resuiting from
ongoing concerns regarding the safety and efficacy of drug-
eluting stents. Qur U.S. drug-eluting stent market share was
stable during both 2007 and 2006; we maintained continuous
mar<et share of at least 53 percent throughout those periods. See
the Outlook section for a more detailed discussion of both the
drug—eluti'ng stent and CRM markets and our position within thase
mar<ets.

In 2908, our U.S. net sales increased $988 million, or 26 percent,
as compared to 2005. The increase is related prifnarily to the
inclusion of $1.025 billion of U.S. net sales from our CRM and
Cardiac Surgery businesses acquired in April 2006. In addition, we
achieved year-over-year U.S. sales growth of $83 million in our
Endosurgery businesses and $75 million in our Neuromodulation
business. Offsetting these increases were declines in U.5. net
sales of our TAXUS drug-eluting stent system of $202 million, due
prinzipally to a decrease in the size of the U.S. drug-eluting stent

market, and a decline in our average market share in 2006, as
compared to 2005, in addition, decreases in net sales of approx-
imately $70 million were attributable to the firsg quarter 2006
expiration of our agreement to distribute certain third-party
guidewire and sheath products.

International Net Sales

In 2007, our international net sales increased $453 million, or 15
percent; as compared to 2006. The increase relateﬁ.! partially to an
increase in net sales from our C3M and Cardiac Surgery busi-
nesses of $210 million, due to a full year of consclidated results in
2007, and $85 million associated with increased sales of both ICD
and pacemaker systems. In additicn, net sales of our drug-eluting
stent systems in our Asia Pacific region increased $131 million in
2007, as compared to 2006, due primarily to the Méiay 2007 launch
of our TAXUS® ExpressZ™ coronary stent system|in Japan. The
favorable impact of foreign currency fluctuations also contributed
$180 million to our sales growth in 2007. Offsetting these
increases were declines in net sales of our druP—eIuting stent
systems in our Europe and Inter-Continental markets by $145
million in.2007, as compared to 2006, due primarily to an overall
decline in the size of the drug-eluting stent market as well as
market share declines in these regions, as additional competitive
products entered the market. See the Outlook secLion for a more
detailed discussion of both the drug-siuting stient and CRM
markets and our position within those markets.

In 2008, our international net sales increased by $550 million, or
23 percent, as compared to 2005, The increase related prirharily
to the inclusion of $478 million of international netisales from our
CRM and Cardiac Surgery businesses acquired in April 2006. The
remainder of the increase in our net sales in thesL markets was
due to growth in various product franchises, including $35 miillion
in net sales from our Endosurgery businesses, as well as $27
million of sales growth from our Neurevascular busine'ss.

Gross Profit

In 2007, our gross profit was $6.015 billion, as compared to
$5.614 billion in 2006, an increase of $401 million or seven per
cent. As a percentage of net sales, our gross profit increased
slightly to 72.0 percent for 2007, as compared to 71.8 percent fo
2006. For 2006, our gross profit was $5.614 billion, as compare:
to $4.897 billion for 2005. As a percentage of net sales, our gros
profit decreased to 71.8 percent for 20086, as compared to 77.

i
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Included in cost of products sold for 2006 was an adjustment of
$267 million, representing the step-up value of acquired Guidant
inventory sold during the year. There were no amounts included
in our 2007 cost of products sold related to the inventory step-up
and, as of December 31, 2007, we had no step-up value
remaining in inventory. Factors contributing to a shift in our
product sales mix toward lower margin products in 2007 included
a decrease in sales of our higher margin TAXUS® drug-eluting
stent system and an increase in sales of our CRM products,
which generally have lower gross profit margins. In addition, we
have manufactured lower volumes of certain of our products,
including our drug-eluting stent systéms, which has resulted in
higher unit costs during 2007. Qur period expenses included,
among other items, increaged charges for scrapped inventory in
2007 as compared to 20086.

Included in cost of products sold for 2006 was the $267 million
inventory step-up adjustment discussed above, whereas there
were no such amounts included in our 2005 cost of products
sold. In addition, increases in period expenses, including costs
associated with Project Horizon, contributed to a decling in our
gross profit percentage for 2006, as compared to 2005. Further,
our 2006 gross profit percentage was negatively impacted as
compared to 2005 due to shifts in our product sales mix toward
lower margin products, including a decrease in sales of our
TAXUS drug-eluting stent system and an increase in sales of our
CRM products.

Operating Expenses

The following table provides. a summary of our operating
expenses, excluding purchased research and development,
restructuring charges, litigation-related charges and losses on
assets held for sale:

percent for 2005. The following is a reconciliation of our gross m%“ znos%d m*d
profit percentages from 2005 to 2006 and 2006 to 2007; Net Met Net
{in illions} $ Sales $ Salay $ Sales
Dv“' E:d'd Selling, general and )
ecamber 31, administrative expenses 2909 | 348 | 2675 | M2 | 1gi4 | 289
2007 2006
Research and development
Grass profit—prier year 718% | 77.9% expenses 1091 | 131 | 1008 | 129 6s0 | 108
tnventary stap-up charge in 2006 3.4% (3.8)% Royalty expense €02 24 3 30 221 36
Shifts in product mix : {1.81% (0.8/% Amortization expense 641 17 530 6.8 162 24
Impact of lower production volumes {68)%
Impact of period expenses 8% (20% Selling, General and Administrative (SG&A) Expenses
All other 02% |  05% , - .
; In 2007, our SG&A expenses increased by $234 million, or nine
Gross profit—current ysar 720% | N8%
percent, as compared to 2006. As a percentage of our net sales,

SG&A expenses increased slightly to 34.8 pefcent in 2007 from
34.2 percent in 2006. The increase in our SG&A expenses related
primarily to: $266 million in incremental SG&A expenditures
associated with a full year of consolidated CRM and Cardiac
Surgery operations, offset partially by decreases in spending
attributable to planned expense reductions initiated in the fourth
quarter of 2007. Refer to the Strategic Initiatives section for more
discussion of thase expense reduction initiatives.

In 20086, our SG&A expenses increased by $861 million, or 47
percent, as compared to 2005. As a percentage of our net sales,
SG&A expenses increased to 34.2 percent in 2006 from
28.9 percent in 2005, The increase in cur SG&A expenses related
primarily to: $670 million in expenditures associated with CRM
and Cardiac Surgery; $65 million of acquisition-related costs
associated primarily with certain Guidant integration and retention
programs; $63 million due primarily to increased head count
attributable to the expansion of our sales force within our interna-
tional regions and Neuromodulation husiness; and $55 millien in
incremental stock-based compensation expense associated with
the adoption of Statement No. 123(R), Share-Based Pay-
ment. Refer to Note N—Stock Ownership Plans to our 2007
consolidated financial statements included in ltem 8 of this Form
10-K for a more detailed discussion of our adoption of Statement
No. 123(R). :

Research and Development (R&D) Expenses

Qur investment in R&D reflects spending on regulatory com-
pliance and clinical research as well as new product development
programs. In 2007, our R&D expenses increased by $83 million,
or 8 percent, as compared to 2006. As a percentage of our net
sales, R&D expenses increased marginally to 13.1 percent in
2007 from 12.9 percent in 2006. The increase related primarily to
$142 million in incremental R&D expenditures associated with a
full year of consolidated CRM and Cardiac Surgery operations,
offset partially by lower spending of approximately $37 million
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assaciated with the cancellation of our Endovations single-use
endoscope R&D program. During the second quarter of 2007, we
determined that our Endovations system would not be a
commercially viable product and terminated the program. In addi-
tion, our 2006 R&D expenses included approximately $30 million
in costs related to the cancellation of the TriVascular AAA stent-
gralt program. See the Purchased Research and Development
saction for further discussion. regarding the cancellation of
this program. We do not expect these program cancellations to
materially impact our future operations or cash flows.

In 2006, our R&D expenses increased by $328 million, or
48 percent, as compared to 2005. As a percentage of our net
sales, R&D expenses increased to 12.9 percent in 2006 from
10.8 percent in 2005. The increase related primarily to: the
inctusion of $270 million in R&D expenditures associated with our
CRM and Cardiac Surgery businesses; approximately $30 million
in costs related to the cancellation of the TriVascular AAA pro-
gram; $24 million of stock-based compensation expense
associated with the adoption of Statement No. 123(R); and $13
million of acquisition-related costs associated with certain Guidant
integration and retention programs.

Royalty Expense

In 2007, our royalty expense decreased by $29 million, or 13
percent, as compared to 2008, due primarily to lower sales of our
TAXUS® drug-eluting stent system. As a percentage of our net
sales, royalty expense decreased to 2.4 percent from 3.0 percent
for 2008, due to shifts in our sales mix toward products with
lower royalties. Rovalty expense attributable to sales of our
TAXUS stent system decreased $48 million as compared to 2006,
due to a decrease in TAXUS stent system sales. Offsetting this
decrease was an increase in royalty expense attributable to CRM
and Cardtac Surgery products of $13 million, due to a full year of
consclidated results.

In 2006, our royalty expense increased by $4 million, or
two percent, as compared to 2005. The increase was due to $25
million of royalty expense associated with CRM and Cardiac
Surgery products. This increase was offset partially by a decrease
in royalty expense attributable to sales of our TAXUS stent
systemn by $20 million for 2006 as compared to 2005, due
primarily to a decrease in TAXUS stent system sales. As a per-
centage of net sales, royalty expense decreased to 3.0 percent in
2006 from 3.6 percent in 2005, due primarily to the inclusion of
net sales from our CRM and Cardiac Surgery preducts, which on
average have a lower royalty cost relative to legacy Boston Scien-
tific products.

Amortization Expense

In 2007, our amortization expense increased by $111 million, or
21 percent, as compared to 2006. As a percentage of our net
sales, amortization expense increased to 7.7 percant in 2007 from
6.8 percent in 2006. The increase in our amortization expense
related primarily to $147 million of incremental amortization
associated with intangible assets obtained as part of the Guidant
acquisition, due to a full year of amortization. In jaddition, amor-
tization expense included $21 million attributable jto the write-off
of intangible assets associated with our acquisition of Advanced
Stent Technologies {AST), due to our decision to suspend further
significant funding of R&D with respect to the Pgtal™ bifurcation
stent. We do not expect this decision to materially impact our
future operations or cash flows. These increases|were offset by
the inclusion in 2006 of the write-off of intangible;l assets of: $23
million attributable to the cancellation of the TriVascular AAA
program, $21 million associated with developed technology
obtained as part of our 2005 acquisition of Rubicon Medical
Corporation, and $12 million associated with our [Real-time Posi-
tion Management® System (RPM}™ technology.

In 2006, our amortization expense increased by $378 million, or
249 percent, as compared to 200}5. As a percentage of our net
sales, amortization expense increased to 6.8 percent in 2006 from
2.4 percent in 2005. The increase in our amortization expense
related primarily to:, $334 million of amonizatioh of intangible
assets obtained as part of the Guidant acquisition; $23 million for
the write-off of intangible assets due to the canl:ellation of the
TrivVascular AAA program; $21 million for the write-off of the
intangible assets associated with developed techrlloiogy obtained
as part of our 2005 acquisition of Rubicon; and $12 million for the
write-off of the intangible assets associated with|our BPM tech-
nology, a discontinued technology platform obtalned as part of
our acquisition of Cardiac Pathways Corperation. The write-off of
the RPM intangible assets resulted from our decision to cease
investrment in the technology. The write-off of the|Rubicon devel-
oped technology resulted from our descision to cease
development of the first generation of the technology and
concentrate resources on the development and commercialization
of the next-generation product.

Purchased Research and Development

In 2007, we recorded $85 million of purchased research and
devalopment, including $75 million associated witq our acquisition
of Remon Medical Technologies, Inc., $13 million resulting fro
the application of equity method accounting for one of ou
strategic investments, and $12 million associated jwith payment
made for certain early-stage CRM technologies. |Additionally, i
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June 2007, we terminated our product development agreement
with Aspect Medical Systems relating to brain manitoring
tachnology that Aspect has been developing to aid the diagnosis
and treatment of depression, Alzheimer’s disease and other neuro-
logical conditions. As a result, we recognized a credit to purchased
research and development of approximately $15 million during
2007, representing future payments that we would have been
obligated to make prior to the termination of the agreement. We
do not expect the termination of the agreement to impact our
future operations or cash flows materially.

The $75 million of in-process research and development acquired
with Remon consists of a pressure-sensing system development
project, which will be combined with our existing CRM devices.
As of December 31, 2007, we estimate that the total cost to
complete the development project is between $75 million and $80
million. We expect t¢ launch devices using pressure-sensing
technology in 2013 in Europe and certain other international coun-
tries, and in the U.S. in 2016, subject to regulatory approval. We
expect material net cash inflows from such products to com-
mence in 20186, following the launch of this technology in the U.S.

In 2006, we recorded $4.119 billion of purchased research and
development, including a charge of approximately $4.169 billion
associated with the in-process research and development
obtained in conjunction with the Guidant acquisition; a credit of
$67 million resulting primarily from the reversal of accrued con-
tingent payments due to the cancellation of the TriVascular AAA
program; and an expense of $17 million resulting primarily from
the application of equity method accounting for our investment in
EndoTex Interventional Systems, Inc.

The $4.169 hillion of purchased research and development asso-
ciated with the Guidant acquisition consists primarily of
approximately $3.26 billion for acquired CRM-related products and
$540 million for drug-eluting stent‘technology shared with Abbott.
The purchased research and development value associated with
the Guidant acquisition also includes $369 million representing the
estimated fair value of the potential milestons payments of up to

$500 million that we may receive from Abbott upon its receipt of

regulatory approvals for certain products. We recorded the
amounts as purchased research and development at the acquis-
ition date because the receipt of the payments is dependent on
future research and development activity and regulatory approvals,
and the asset had no alternative future use as of the acquisition
date. We will recognize the milestone payments, if received, as a
gain in our financial statements at the time of receipt.

The most significant purchased research and development proj-
ects acquired from Guidant include the next-generation CRM
pulse generator platform and rights to the everolimus-gluting
stent technology that we share with Abbott. The next-generation
pulse generator platform incorporates new components and
software while leveraging certain existing intellectual property,
technology, manufacturing know-how and institutionat knowledge
of Guidant. We expect to leverage this platform across all CRM
product families, including |CD systems, cardiac resynchronization
therapy {CRT) devices and pacemaker systems, to treat glectrical
dysfunction in the heart. The next-generation products using this
platform include the COGNIS™ CRT-D device, the TELIGEN™ ICD
device and the INGENIQ™ pacemaker system. During the first
quarter of 2008, we received CE Mark approval for our COGNIS
CRT-D device, which includes defibrillation capability, and the
TELIGEN ICD device, and expect a full European launch by the
end of the second quarter of 2008. We expect a U.S. launch of
the COGNIS and TELIGEN devices in the second half of 2008,
following regulatory approval. We expect to launch the INGENIO
device in both Europe and the U.S. in the second half of 2010. As
of December 31, 2007, we estimate that the total cost to com-
plete the COGNIS and TELIGEN technology is between $25
million. and $35 million, and the cost to complate the INGENIO
technology is between $30 million and $35 million. We expect
material net cash inflows from the COGNIS and TELIGEN devices
to commence in the second hailf of 2008 and material net cash
inflows from the INGENIO device t¢ commence in the second
half of 2010, ’

The $540 million attributable to everolimus-eluting stent
technology represents the estimated fair value of the rights to
Guidant’'s everolimus-based drug-eluting stent technology we
share with Abbott. In December 2006, we launched the
PROMUS™ everolimus-gluting coronary stent system, which is a
private-labeled XIENCE™ V drug-eluting stent system supplied to
us by Abbott, in certain European countries. in 2007, we
expanded our launch in Europe, as well as in key countries in
other regions. In June 2007, Abbott submitted the final module of
a pre-market approval {PMA) application to the FDA seeking
approval in the 1.S. for both the XIENCE V and PROMUS stent
systems. in November 2007, the FDA advisory panel reviewing
Abbott's PMA submission voted to recommend the stent sys-
tems for approval. Following FDA approval, which Abbott is
expecting in the first half of 2008, we plan to launch the
PROMUS stent system in the U.S. We expect to faunch an
internally developed and manufactured next-generation
everolimus-based stent in Europe in late 2009 or early 2010 and in
the U.S. in late 2012 or early 2013. We expect that material net
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cash inflows from our internally developed and manufactured
averolimus-based drug-eluting stent will commence in ~2013,
following its approval in the U.S. As of December 31, 2007, we
estimate that the cost to complete our internally manufactured
next-generation everolimus-eluting stent technology project is
between $200 million and $250 million:

In 2005, we recorded 3276 million of purchased research and
development consisting of $130 million relating to our acquisition
of TrivVascular, $73 million relating to our acquisition of AST, $45
million relating to our acquisition of Rubicon, and $3 million
relating to our acquisition of CryoVascular. In addition, we
recorded $25 million of purchased research and development in
conjunction with entering the product development agreement
with Aspeéct. h

The most significant 2005 purchased research and development
projects included TriVascular's AAA stent-graft and AST's Petal™
bifurcation stent, which collectively represented 73 percent of our
2005 purchased research and development. During 2006,
management cancelled the TriVascular AAA stent-graft program.
In addition, in connecticn with our expense and head count reduc-
tion plan, in 2007, we decided to suspend further significant
funding , of research and development- associated with the
Petal stent project and may or may not decide to pursue its
completion. We do not expect these program canceltations and
related write-downs to impact our future operations or cash flows
matesially. In connection with the cancellation of the TriVascular
AAA program, we recorded $67 million credit to purchased
research and development in 2006, representing the reversal of
our accrual for contingent payments recorded in the initial pur-
chase accounting. '

Restructuring

In 2007, we recorded $176 million of restructuring charges. In
addition, we recorded $29 million of expenses within other iines
of our consolidated statements of operations related to our

restructuring initiatives. In October 2007, our Boarcil of Directors
approved, and we committed to, an expense and head count
reduction plan, which will resuit in the eliminatiqn of approx-
imately 2,300 positions worldwide. We are providing affected
employees with severance packages, outplacement] services and
other appropriate assistance and support. As of Dlacember 31,
2007, we had completed more than half of the anticipated head
count reductions. The plan is intended to bring exqenses in line
with revenues as part of our initiatives to enhance short- and long-
term shareholder value. Key activitizs under the plaln include the
restructuring of several businesses and product [:’anchises in
order to leverage resources, strengthen competitive positions,
and create a more simplified and efficient business model; the
elimination, suspension or reduction of spending on' certain R&D
projects; and the transfer of certain production lines from one
facility to another. 'We initiated these activities irl the fourth
guarter of 2007 and expect to be substantially completed world-
wide by the end of 2008. r

We expect that the execution of this plan will rjesult in total

pre-tax expenses of approximately $425 miilion to $450 mil-
lion. We expect the plan to result in cash outlays of approximately
$400 million to $425 million. The following table%' provides a
summary of our estimates of total costs associated with the plan
by major type of cost:

Total amount expected to
ba incurred

$260 millionlm $270 million
$60 million tp $65 million
$45 miltion tb $50 million
$50 million to $65 million

Type of cost

Termination benefits

Retention incentives .

Asset write-offs and accelerated depreciation
Gther®

* Other costs consist primarily of costs to transfer product |ines from one
facility to another and consultant fees.

In 2007, we incurred total restructuring costs of $205 million. The
following presents these costs by major type and line item within
our consglidated statements of operations:

Termination Retention intangibie Asset Fixed Azset Accelerated
{in miltions) Benefits Incentives Write-offs Write-offs Depreciation Other Total
Cost of goods sold 1 $ 2
Selling, general and administrative expanses ! 2 4
Research and development expensas 2.
Amertization expense 21 ; 2
Restructuring charges . $158 38 $10 176
i
$158 1 $8 3 $10 $205
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The termination benefits recorded during 2007 represent primarily
amounts incurred pursuant to our on-going benefit arrangements,
and have been recorded in accordance with Financial Accounting
Standards Board (FASB} Statement No. 112, Employer's
Accounting for Postemployment Benefits. We expect to record
the remaining termination benefits in 2008 when we identify with
more specificity the job classifications, functions and locations of
the remaining head count to be eliminated. The asset write-offs
relate to intangible assets and property, plant and equiprment that
are not recoverable following our decision in October 2007 to
(il commit to the expense and head count reduction plan,
including the elimination, suspension or reduction of spending on
certain R&D projects, and (il restructure several businesses. The
retention incentives represent cash incentives, which are being
recorded over the future service period during which eligible
employees must remain employed with us to retain the
award. The other restructuring costs are being recognized and
measured at their fair value in the period in which the liabiiity is
incurred in accordance with FASB Statement No. 146, Accounting
for Costs Associated with Exit or Disposal Activities.

We made approximately $40 million of cash outlays associated
with our restructuring initiatives in 2007, which related to termi-
nation benefits, other restructuring charges and retention
incentive payments. These payments were made using cash
generated from cur operations. We expect to make the remaining
cash outlays throughout 2008 and into 2009 using cash generated
from operations.

As a result of our restructuring initiatives, we expsct to reduce
R&D and SG&A expenses by $475 million to $525 million -against
a $4.1 billion baseline, which represents our estimated annual
R&D and SG&A expenses at the time we committed to these
initiatives in 2007. This range represented the annualized run rate
amount of reductions we expect to achieve as we exit 2008, as
the implementation of these initiatives will take place throughout
the year; however, we expect to realize the majority of these
savings in 2008. In addition, we expect to reduce our R&D and
SG&A expenses by an additional $25 million to $50 million
in 2009.

Refer to Note G—Restructuring Activities to our 2007 con-
solidated financial statements included in ltem 8 of this Form
10-K for more information on our restructuring plan.

Litigation-Related Charges

In 2007, we recorded a $365 million pre-tax charge associated
with on-going patent litigation involving our interventional
Cardiology business. See further discussion of our material legal

proceedings in ftem3. Legal Proceedings and Note [—
Commitments and Contingencies to our 2007 consolidated finan-
cial statements included in ltem 8 of this Form 10-K.

In 2005, we recorded a $780 million pre-tax charge associated
with a litigation settlement with Medinol, Ltd. On September 21,
2005, we reached a settlement with Medinol resolving certain
contract and patent infringement litigation. In conjunction with the
settlement agreement, we paid $750 million in cash and can-
celled our equity investment in Medinol.

Loss on Assets Held for Sale

During 2007, we recorded a $560 million loss attributable
primarily to the write-down of goodwill in connection with the
sale of certain of our businesses. Refer to the Strategic Initiatives
section and Note F—Assets Held for Sale fo our 2007 con-
solidated financial statements included in Item 8 of this Form
10-K for more information on these transactions.

Interest Expense

Our interest expense increased to $570 million in 2007 as com-
pared to $435 million in 2006. The increase in our interest
expense related primarily to an increase in our average debt lev-
gls, as well as an increase in our average borrowing rate. Our
average debt levels for 2007 increased compared to 2006 as a
result of carrying a full year of incremental debt due to the acquis-
ition of Guidant in April 2006. Higher debt levels in 2007
contributed incremental interest expense of $109 million, At
December 31, 2007, $5.433 billion of our total debt was at fixed
interest rates, represénting 66 percent of our total debt or 81
percent of our net debt4 balance.

QOur interest expense increased to $435 million in 2006 from
$90 millien in 2005. The increase in our interest expense related
primarily to an increase in our average debt levels used to finance
the Guidant acquisition, as well as an increase in our average
borrowing rate.

Fair Value Adjustment

We recorded net expense of $8 million in 2007 and $35 million in
2006 to reflect the change in fair value related to the sharing of
proceeds feature of the Abbott stock purchase, which is dis-
cussed in further detail in Note C—Acquisitions to our 2007
consolidated financial statements included in item 8 of this
Form 10-K. This sharing of proceeds feature was
marked-to-market through earnings based upon changes in our

40ur niet dabt balance represents our total debt less our cash, cash equivalents and
marketable securities, Refer to the Liguidity and Capital Resources section for more
information.
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stock price, among other factors. There was no fair value asso-
ciated with this feature as of December 31, 2007.

Other, net

Qur other, net reflected income of $23 million in 2007, expense
of $56 million in 2006, and income of $13 million in 2005. Qur
other, net included investment write-downs of $124 million in
2007, $121 million in 2006, and $17 million in 2005, attributable
primarily to other-than-temporary declines in the fair value of our
equity investments in, and notes receivable from, certain publicly
traded and privately held companies. Qur 2007 write-downs
related to impairments of multiple investments. Qur 2006 write-
downs related prim'a'rily to a $34 million write-down associated
with an investment in a g'ene therapy company and a $27 million
write-down associated with one of our vascular sealing portfolio
companies; the remainder of our 2006 write-downs related to
impairments of multiple investments. These write-downs were
offset partially by realized gains on investments of $65 million in
2007, $9 million in 20086, and $4 million in 2005. Refer to Note F—
Investments and Notes Receivable to our 2007 consolidated
financial statements included in [tem 8 of this Form 10-K for more
information regarding our investment portfolio. In addition, our
other, net included interest income of $79 million in 2007, $67
million in 2006, and $36 mitlion in 2005. Our interest ipcome
increased in 2007, as compared to 2006, due primarily 1o higher
average cash balances, oftset by lower average i.nvéétment rates.
Our interest income increased in 2006, as compared to 2005, due
primarily to increases in our cash and cash equivalents balances
and increaseg in average market interest rates. ‘

Tax Rate

The following table provides a summary of our reported tax rate:

Percentage
! Point Decrease
2007 2006
2007 2006 2005 vs, 2006 vs. 2005
Reported tax rate (13.01% 1.2% 295% 14.2)% {28.3)
Impact of certain charges {256)% | (20.21% 55% - (54)1% [25.7)

In 2007, the decrease in our reported tax rate, as c_ompafed to
2008, related primarily to additional foreigh"tax credits, changes in
the geographic mix of our revenues, and the impact of certain
charges during 2007 that are taxed at different rates than our
effective tax rate. These charges included legal and restructuring
reserves, purchased research and development and goodwill
write-downs not deduétible for tax purposes, as well as discrete
items associated with resolution of various tax matters and
changes in estimates for tax benefits claimed related to prior

periods. In 2006, the decrease in our reported tax|rate, as com-
pared to 2005, related primarily to the impact of certain charges
during 2006 that were taxed at different rates thaq our effective
tax rate. These charges included purchased research and
developrment, asset write-downs, reversal of taxes associated
with unremitted earnings and tax gains on the sale of intangible
assets. |

Management currently estimates that our 2008 effeJctive tax rate,
excluding certain charges, will be approximately 21| percent, due
primarily to our intention to reinvest offshore substantially all of
our offshore earnings, and based upon the anticipatéd retro-active
re-enactment of the U.S, R&D tax credit for all of 2008. Howévef",
acquisitions or dispositions in 2008 and beographic changes in the
manufacture of our products may positively or negatively impact
our effective tax rate.

Effective January 1, 2007, we adopted the provisjons of FASB
Interpretation No. 48, Accounting for Uncertainty in Income
Taxes. As a result of the implementation of Interpretation No. 48,
we recognized a $126 million increase in our liabili ! for unrecog-
nized tax benefits. Approximately $26 million of thisjincrease was
reflected as a reduction to the January 1, 2007 balance of
retained earnings. Substantially all of the remairping increase
rélated to pre-acquisition uncertain tax liabilitiss ralated to Gui-
dant, which we recorded as an increase to goodwill |n accordance
with Emerging lssues Task Force (EITF) Issue No. 937,
Uncertainties Related to Income Taxes in a Purchase Business
Combination. ' l

We are subject to U.S. federal income tax as well as income tax
of multiple state and foreign jurisdictions. We have iconcluded all
U.S. federal income tax matters through 1997. Substantially ali
material state, local, and foreign income tax matters have been
concluded for all years through 2001.
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Liquidity and Capital Resources

The following provides a summary of key performance indicators
that we use to assess our liquidity and operating performance.

Net Debts
. As of December 31,

{in miltigns) 2007 2006
Short-term debt $ 25 $ 7
Long-term debt 7833 8.895. ,

Total deht 8189 8,902
Less: cash and cash equivalenis 1,452 1,668

Net debt $6,737 $1.24
EBITDAS®
{in milsions) 2007 2006 2005
Net (loss}income ${495) ${3577) $ 628
Interest incame ' ’ (79) (67) {3g)
Interest expense . 570 435 80
Income tax (benefit} expense L)) 42 263
Depreciation and amortization 939 781 314
EBITDA ’ $ 851 $(2.386) $1.259
Cash Flow
{in mitlions} 2007 2006 2005
Cash provided by operating activities $£934 $1.845 $903
Cash used for investing activities {474} (9,312) {851}
Cash {used for} provided by financing activities {680} 8433 {954)
Operating Activities

Cash generated by our operating activities continues to be a
major source of funds for servicing our outstanding debt obliga-
tions and investing in our growth. The decrease in operating cash
flow in 2007, as compared to 2008, is attributablq primarily to;

5 Management uses nst debt to monitor and evaluate cash and debt levels and
befieves it is a measure that provides valuable information regarding our net finan-
cial position and interest rate exposure. Users of our financial statements should
consider this non-GAAP financial information in addition to, not as a substitute for,
nor as superior to, financial information prepared in accordance with'GAAP.

9 Management uses EBITDA to assess operating performance and believes that it
may assist users of our financial statements in analyzing the underlying trends in
our business over time. In addition, management considers EBITDA as a compo-
nent of the financial covenants included in our c¢redit agreaements. Users of our
tinancial statements should consider this non-GAAP financial information in addi-
tion to, not as a substitute for, nor as superior to, financial information preparad in
accordance with GAAP. Qur EBITDA included acquisition-, divestiture-, litigation-
and restructuring-related charges (pre-tax) of $1.231 billion in 2007 and $4.628 bil-
lion in 2006; see the Executive Summary section above for a description of thede
charges. Our 2005 EBITDA included sacquisition-, divestiture-,. litigation- and
restructuringrelated charges {pre-tax} of $1.102 billion, related primarily to a liti-
gation settlement with Medinol and purchased research and development.

approximately $400 million in tax payments made in the first
quarter of 2007, assaociated principally with the gain on Guidant's
sale of its vascular intervention and endovascular solutions busi-
nesses to Abbott; an increase in interest payments of $160
million due to higher averagée debt levels; a decrease in EBITDA,
excluding acquisition-, divestiture-, litigation-, and restructuring-
relatad charges, of approximately $150 million; and an increase in
severance and other merger and restructuring-related payments
of approximately $100 million, including severance payments
made in the first half of 2007 in conjunction with our acquisition
and integration of Guidant. See Note C—Acquisitions to our
consolidated financial statements included in {tem 8 of this Form
10-K for further details.

Investing Acriviries

We made capital expenditures of $363 million in 2007, as com-
pared to $341 million in 2006, including $110 million assoctated
with our CRM and Cardiac Surgery businesses. We expect 10
incur capital expenditures of approximately $450 million during
2008, which includes capital expenditures to upgrade further our
quality systems and information systems infrastructure, to
enhance our manufacturing capabilities in order to support a
second drug-eluting stent platform, and to support continuous
growth in our business units,

Our investing activities during 2007 included $136 million of cash
payments for acquisitions of businesses, investments in publicly
traded and privately held companies, and acquisitions of certain
technology rights; as well as $248 million in contingent payments,
associated primarily with Advanced Bionics; offset partially by
$243 million of gross proceeds from the monetization of several
of our investments in, and notes receivable from, certain privately
held and publicly traded companies.

In January 2007, we completed our acquisition of 100 percent of
the fully diluted eguity of EndoTex Interventional Systems, Inc., a
devsloper of stents used in the treatment of stenotic lesions in
the carotid arteries. We issued approximately five million shares
of our commen stock valued at approximately $390 million and

-approximately $10 million in cash, in addition to our pravious

investments of approximately $40 million, to acquire the
rernaining interests of EndcTex, and may be required to pay
future consideration that is contingent upon EndoTex achieving
certain performance-related milestones,

In August 2007, we completed our acquisition of 100 percent of
the fully diluted equity of Remon Medical Technologies,
Inc. Remon is a development-stage company focused on creating
communication technology for medical device applications. We
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paid approximately $70 million in cash, net of cash acquired, to
acquire Remon, in addition to our previous investments of
$3 million to acquire the remaining interests of Remon. We may
also be required to make future payments. contingent upon
Remon achieving certain performance-related milestones.
Financing Activities

Our cash flows from financing activities reflect issuances and
repayments of debt, payments for share repurchases and pro-
ceeds from stock issuances related 10 our equity incentive
programs. During 2007, we amended our term loan and revolving
credit facility agreement and prepaid $1.0 billion outstanding
under the term loan, using $750 million of cash on hand and $250
million in borrowings against a credit facility secured by our U.S.
trade receivables. There was $250 million outstanding under this
facility at December 31, 2007 and none outstanding at
December 31, 2006. There were no amounts outstanding under
our separste $2.0 billon revolving credit facility as of
December 31, 2007 and 2006. In addition, in 2007, cash flows
from financing activities included a $60 milion contractual
payment made to reimburse Abbott for a portion of its cost of
borrowing $1.4 billion in 2006 to purchase shares of our common
stack-in connection with our acquisition of Guidant. Refer to Note
C—Acquisitions to our 2007 consolidated financial statements
included in Item8 of this Form 10-K for more information
regarding the Abbott transaction. )

We had total debt of $8.189 billion at December 31, 2007 at an
average interest rate of 6.36 percent as compared to total debt of
$8.902 billion at December 31, 2006 at an average interest rate of
6.03 percent. The debt maturity schedule for the significant
components of our debt obligations as of December 31, 2007,
is as follows:

Paymonts Due by Period
{in millions) 2008 | 2009 | 2010 2011 | 2012 | Thereaiter | Total
Term loan $300 | $1,700 | $2,000 $4.000
Abbott loan 900 900
Senior notes 850 $2,200 3,050
Credit and security facility $250 250
$250 | §300 | $1,700 | $3.750 $2200 | $8.200

In January 2008, fol]owing the closing of the sale of, and receipt
of proceeds for, three of our businesses, we prepaid an additional
$200 million of our term loan, reducing the scheduled maturity in
April 2009. We expect to make a further payment of $425 million
before the end of the first quarter of 2008. These prepayments
will satisfy the remaining obligation due in April 2009 and reduce
the 2010 maturity by $325 million. We expect to continue to use

a significant portion of our future operating cash flow over the
next several years to reduce our debit obligations.

Our term loan and revolving credit facility agreement requires that
we maintain certain financial covenants. Among other items, our
2007 amendment extends a step-down in the maximum
permitted ratio of debt to consolidated EBITDA, as defined by the
agreement, as follows:

From: To:

4.5 times to 3.5 times on March 31, 2008 4.5 tmes to 4.0 times on Ma?.':h 3, 2008, and
4.0 times to 3.5 timas on September 30, 2009

The amendment also provides for an exclusion from
the calculation of consclidated EBITDA, as defined by the agree-
ment, of up to $300 million of restructuring charges incurred
through June 30, 2009 and up to 3500 million of IIitlgation and
settlement expenses incurred (net of any litigation or settlement
income receivéd) in any consecutive four fiscal quarters, not to
exceed $1.0 billion in the aggregate, through June 30, 2009.
Other than the amended exclusions from the calculation of con-
solidated EBITDA, there was no change in our minimum required
ratio of consolidated EBITDA, as dsfined by the agreement, to
interest expense of greater than or equal to 3.0 t’o 1.0. As of
December 31, 2007, we were in compliance with |the required
covenants. Exiting. 2007, our ratio of debt to consolidated EBITDA
was approximately 3.6 to 1.0 and our ratio of consolidated
EBITDA to interest expense was approximately 4.0 to 1.0. Qur
inability to maintain these covenants could require that we seek
to further renegotiate the terms of our credit faciljties or seek
waivers from compliance with these covenants, both of which
could result in additional borrowing costs.

During 2007, our credit ratings from Standard & Poor’s Rating
Services {S&P) and Fitch Ratings were downgraded|to BB+, and
our credit rating from Moody's Investor Service was|downgraded
to Bal. These ratings are below investment grade and the ratings
outlook by all three rating agencies is currently negative. Credit
rating changes may impact our borrowing cost, but db not require
the repayment of borrowings. These credit rating changes have
not materiatly increased the cost of cur existing borrowings.

Equity

On May 22, 2007, we extended an offer to our non-director and
non-executive employees to exchange certain outstanding stock
options for deferred stock units {DSUs). Stock optiorils previously
granted under our stock plans with an exercise price of $26 or
more per share were exchangeab's for a smaile; number of
DSUs, based on exchangs ratios derived from the exercise prices
of the surrendered options. On June 20, 2007, fPIIowing the
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DSUs, based on exchange ratios derived from the exercise prices
of the surrendered options. On June 20, 2007, following the
expiration of the offer, our employees exchanged approximately
6.6 million options for approximately 1.1 million DSUs, which
were subject to additional vesting restrictions. We did not record
incremental stock-based compensation expense as a result of
these exchanges because the fair values of the eptions
exchanged equaled the fair values of the DSUs issued.

During 2007, we received $132 million in proceeds from stock
issuances related to our stock option and employee stock pur-
chase plans, as compared to $145 million in 2006. Proceeds from
the exercise of employee stock options- and employes stock
purchases vary from period to period based upon, among other
factors, fluctuations in the exercise and stock purchase patterns
of employees. :

We did not repurchase any of our cemmon stock during 2007 or
2006. We repurchased approxumately 25 million shares of our
common stock at an aggregate cost of $734 million in 2005.
Approximately 37 million shares remain under our previous sharé
repurchase authorizations. )

Contractual Obligations and Cammztmmt:

The following table provides a summary of certaln information
concerning our ocbligations and commltments ‘to make future
payments, which is in addition to our outstandung principal debt
obhgatlons as presented in the previous table, and is based on
conditions in existance as of December 31, 2007. See Note C—
Acquisitions, Note H—Borrowings and Credit Arrangements and
Note J—{eases to our 2007 consclidated financial statements
included in ltam 8 of this Form 10-K for additional information

regarding our acquisitions, debt obligations and ' lease
arrangements. o
Payments Due by Period
{in milkans) 2008 | 2009 | 2010 | 2011 | 2012 | Theroafter | Total
Operating leases’ $64 (5431337624817 $49 |§ 240
Capital leasas b 4 3 3 3 LY IR 65
Purchase obligationst. 1t 105 5 2}, - B 1z
Minimum rovalty obligations' B 29| 26 14 11, 6 92
Unrecognized tax benefits el . 60
Interest payments?, 1 462 | 441 | 365} 213] 133 240 2,494
$712 | $528 | $433 | $254 | $154 | $o82 | $3.063

—

T In accordance with U.S. GAAP, these obligations relate to expenses
associated with future periods and are not reflected in our
consolidated balance sheets.

Tt These obligations relate primarily to inventory commitments and
capital expenditures entered in the normal course of business.

111 Interest payment amounts related to our term loan are projected
using market interest rates as of December 31, 2007. Future interast
payments may differ from these projections based on changes in the
market interest rates.

The table above does not reflect unrecognized tax benefits of
$1.284 billion, the timing of which is uncertain. Refer to Note K—
Income .Taxes tg our 2007 con-solidated financial statements
included in Item 8 of this Form 10-K for more information on
these unrecognized tax benefits.

Certain of our acquigitions involve the payment of contingent
consideration. See Note C—Acquisitions 1o our 2007 consolidated
financial statements included in Item 8 of this Form 10-K for the
estimated maximum potential amount of future contingent
consideration we could be required.ta pay associated with our
recent acquisitions. Since it is not possible to estimate vyhen, or
even if, performance milestones will be reached, or the amount
of contingent consideration payable based on future revenues,
the maximum contingent consideration has not been included in
the table above. Additionally, we may consider satisfying these
commitments by issuing our stock.or refinancing the commit-
ments with cash, including cash obtained through the sale of our
stock. Payments due to the former shareholders of Advanced
Bionics in connection with our amended merger agreement are
accrued as of December 31, 2007, and therefore, do not appear in
the table above.

Certain of our equity investments givé us the option to acquire
the company in the future. Since it is not possible to estimate
when, or even if, we will exercise our option to acquire these
companies, we have not included these future potential pay-
ments in the table above.

At December 31, 2007, we had outstanding letters of credit and
bank guarantees of _abproximately $110 million, as compared to
approximately $20 miillion at December 31, 2006, which consisted
primarily of financial lines of credit provided by banks and
collateral for workers’ compensation programs. We enter these
letters of credi_t and bank guarantees in the normal course of
business. As of December 31, 2007, none of the beneficiaries
had drawn upon the letters of credit or guarantees. At this time,
we do not believe we will be required to fund any amounts from
the guarantees or letters of credit and, accordingly, we have not
recognized a related liability in our consolidated balance sheets as
of December 31, 2007 or 2006. '

Critical Accounting Policies and Estimates

QOur financial results are affected by the selection and application
of accounting policies. We have ado;ﬁted accounting policies to
prepare our consolidated financial statements in conformity with
U.S. GAAP. We describe these accounting polices in Note A—
Significant Accounting Policies to our 2007 consolidated financial
statements included in Item B of this Form 10-K.
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To prepare our consolidated financial statements in accordance
with U.S. GAAP, management makes estimates and assumptions
that may affect the reported amounts of our assets and liabilities,
the disclosure of contingent assets and liabilities at the date of
our financial statements and the reported amounts of our revenue
and expenses during the reporting period. Our actual results may
ditfer from these estimates.

We consider estimates to be critical if (i) we are required to make
assumptions about material miatters that are uncertain at the time
of estimation or if {ii) materially 'different estimates could have
been made or it is reasonably likely that the accounting estimate
will change from period to period. The following are areas

" requiring management’s judgrment that we consider critical:

Revenue Recognition

We generate revenue primarily from the sale of single-use
madical devices. We consider revenue to be realized or realizable
and eamed when all of the following criteria are met: persuasive
evidence of a sales arrangement exists; delivery has occurred or
services have been rendered; the price is fixed or determinable;
and collectibility is reasonably assured. We generally meet these
criteria at the time of shipment, unless a consignment arrange-
ment exists. We recognize revenue from consignment
arrangements based on product usage, or implant, which
indicates that the sale is complete. For all other transactions, we
recognize revenus when title to the goods and risk of loss
transfer to the customer, provided there are no sub-
stantive remaining performance obligations required of us or any
matters reguiring customer acceptance. For multiple-element
.arrangements, whersby the sale of devices is combined with
future service obligations, we defer revenue on the undelivered
element based on verifiable objective evidence of fair value, and
recognize the associated revenue over the related service period.

We generally allow our customers to return defective, damaged
and, in certain cases, expired products for credit. We base our
estimate for sales returns upon historical trends and record the
amount as a reduction to revenue when we sell the initial prod-
uct. In addition, we may allow customers to return previously
purchased products for next-generation product offerings; for
these transactions, we defer recognition of revenue based upon
an estimate of the amount of product to be returned when the
next-generation products are shipped to the customer.

We offer sales rebates and discounts to certain customers. We
treat sales rebates and discounts as a reduction of revenue and
classify the corresponding liability as current. We estimats
rebates for products where there is sufficient historical

PART Il l

information available to predict the volume of expected future
rebates. If we are unable to estimate the expected rebates
reasonably, we record a liability for the 'maximum rebate
percentage offered. We have entered certain agreements with
group purchasing organizations 'to' sell  our products to
participating hospitals at negotiated prices. We recoghize revenus
from these agreements following the same revenug recognition
criteria discussed above. '

+

Inventory Provisions

We base our provisions for excess, obsolete or expired inventory
primarily on our estimates of forecasted net sales and production
levels. A significant change in the timing or level of demand for
our products as compared to forecasted amounts may result in
recording additional provisions for excess, obsolete or expired
inventory in the future. The industry in which we participate is
characterized by rapid product development and frequent new
product introductions. Uncertain  timing of next-generation
product approvals, variability in product launch ,s'trateg ies, produ;:t
recalls and variation in product utilization all affect the estimates
related to excess and cbsclete inventory. '

Valuation of Business Combinations

We allocate‘ the amoun_“_ts we pay for each acquigition to the
assets we acquire and liabilities we assume based |on their fair
values at the dates of acquisition in accordance| with FASB
Statement No. 141, Business Combinations, includin? identifiable
intangible assets and purchased research and development,
which either arise from a contractual or legal right or are
separable from goodwill. We base the fair value oT identifiable
intangible assets and purchased research and development on
detailed valuations that use information and assumptions pro-
vided by management. We allocate any excess pufchase price
over the fair value of the net tangitle and identifiable intangible
assets acquired to goodwill. The use of alternative valuation
assumptions, including estimated cash flows and digcount rates,
and alternative estimated useful life assumptions cquld result in
different purchase price ailocations, pljrchased research and
development charges, and intangible asset amortization expense
in current and future periods.

Purchased Research and Development

The valuation of purchased research and developmerit represents
the estimated fair value at the dates of acquisition related to
in-process projects. Qur purchased research and Llievelopment
represents the value of acquired in-process projects that have not
yet reached technological feasibility and have no altemative future
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uses as of the date of acquisition. The primary basis for
determining the technological feasibility of these projects is
obtaining regulatory approval to market the underlying products in
an applicable geographic region. We expense the value attribut-
able to these in-process projects at the time of the acquisition. If
the projects are not successful or completed in a timely manner,
we may not realize the financial benefits expected for these
projects or for the acquisitions as a whole. In addition, we record
certain costs associated with our alliances as purchased research
and developmaent. ' ’

We use the income approach to determine the fair values of our
purchased research and development. This approach calculates
fair value by estimating the after-tax cash flows attributable to an
inprocess project over its useful life and then discounting these
after-tax cash flows back to a present value. We base our revenueg
assumptions on estimates of relevant market sizes, expected
market growth rates, expected trends in tachnology and expected
levels of market share. In arriving at the value of the in-process
projects, wa consider, among other factors: the in-process proj-
ects’ stage of completion; the complexity of the work completed
as of the acquiéitio_n date; the costs already incurred; the projected
costs to complete; the contribution of core technologies and other
acquired assets; the expected introduction date; and the esti-
mated usefut life of the technology. We base the discount rate
used to arrive at a present value as of the date of acquisition on
the time value of money and medical technology investment risk
factors. For the in-brocess projects acquired in connection with our
recent acquisitions, we used the foIloWing ranges of risk-adjusted
discount rates to discount our projected cash flows: 19 percent in
2007, 13 percent to 17 percent in 2006, and 18 percent to
27 percent in 2005. We believe that the estimated in-process
research and development amounts so determined represent the
fair value at the date of acquisition and do not exceed the amount
a third party would pay for the projects.

Impairment of Intangible Assets

We review intangible assets subject to amortization quarterly to
determine if any adverse conditions exist or a change in circum-
stances has occurred that would indicate impairment or a change
in their remaining useful life. In addition, we review our indefinite-
lived intangible assets at least annually for impairment and
reassess their classification as indefinite-lived assets. To tast for
impairment, we calculate the fair velue of our indefinite-ived
intangible assets and compare the calculated fair values to the
respective carrying values. If the estimate of an intangible asset’s
remaining useful life is changed, we amortize the remaining

carrying value of the intangible asset prospectively over the
revised remaining useful life,

.

Goodwill Impairment

Annually we test our goodwill balances during the second quarter
of the year as of April 1, the beginning of cur second quarter,
using financial information available at that time. We test our
goodwill balances more frequently if certain indicators are present
or changes in circumstances suggest that impairment may exist.
In performing the test, we utilize the two-step approach pre-
scribed under FASB Statement No. 142, Goodwill and Other
Intangible Assets. The first step requires a comparison of the
carrying value of the reporting units, as defined, to the fair value
of these units. In 2007 and 2006, we identified our ten domestic
divisions, which in aggregate make up the U.S. reportable
segment, and our three international operating segments as our
reporting units for purposes of the goodwill impairment test. To
derive the carrying value of our reporting units at the time of
acquisition, we assign goodwill to the reporting units that we
expect to benefit from the respective business combination. In
addition, for purposes of performing our annual goodwill impair-
ment test, assets and liabilities, including corporate assets, which
relate 1o a reporting unit’s operations, and would be considered in
determining fair value, are allocated to the individual reporting
units. We allocate assets and liabilities not directly related to a
specific reporting unit, but from which the reporting unit benefits,
based primarily on the respective revenua contribution of each
reporting unit. if the carrying value of a reporting unit exceeds its
fair value, we will perform the second step of the goodwill
impairment test to measure the amount of impairment loss, if
any. The second step of the goodwill impairment test compares
the implied fair value of a reporting unit's goodwill to its carrying
value. If we were unable to complete the second step of the test
prior to the issuance of our financial statements and an impair-
ment |oss was probable and could be reasonably estimated, we
would recognize our best estimate of the loss in our June 30
interim financial statements and disclose that the amount is an
estimate. We would then recognize any adjustment to that
estimate in subsequent reporting periods, once we have.finalized
the second step of the impairment test.

Investments in Publicly Traded and Privately Held Entities

We account for investments. in entities over which we have the
ability to exercise significant influence under the equity mathod if
wa hold 80 percent or less of the voting stock. We account for
investrments in entities over which we do not have the ability to
exercise significant influence under the cost method. Our
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determination of whether we have the ability to- exercise sig-
nificant influence over an entity requires judgment. We consider
the guidance in APB Opinion No. 18, The Equity Method of
Accounting for Investments in Common Stock, EITF lssue
No. 03-16, Accounting for Investments 'in Limited Liability
Companies, and EITF Topic D-46, Accounting for Limited Partner-
ship Investments, in determining whether we have the ability to
exercise significant influence over an entity.

We regularly review our investments for impairment indicators. If
we determine that impairment exrsts and it is other-than-
ternporary, we recognize an |mpa|rment loss equal to the
difference between an investment's carrying value and rts fair
value.

See Note A—Significant Accounting Policies and Note f—-
Investments and Notes Receivable to our 2007 consolidated
financial statements'included in Item 8 of this' Form 10-K for a
detailed analysis of our investments and our accounting treatment
for our investment portfolio. '

.4

{income Taxes

We utilize the asset and liability method for accounting for incorme
taxes. Under this method, we determine deferred tax assets and
liabilittes based on ditferences between the financial reporting
and tax bases of our assets and liabilities. We measure deferred
tax assets and liabilities using the enacted tax rates and laws that
will be in effect when we expect the differences to reverse.

We recognized net deferred tax liabilities of $1 605 billion at
Decembar 31, 2007 and $2.201 billion at December 31, 2006. The
liabilities relate primarily to deferred taxes assocnated with our
acquisitions. The assets relate prlmanly to the establishment of
inventory and product-related resarves, litigation and product
liability reserves, purchased research and development, invest-
ment write-downs, net operating loss carryforwards and tax credit
carryforwards. In |ig'ht of our historical financial performance, we
baheve we will’ recover substantlally al! of these assets.

We reduce our deferred tax assets by a valuation allowance if,
based upon the weight of available evidence, it is more likely than
not that we will not realize some portion or all of the deferred tax
assets. We consider relevant evrdence both positive and neg-
ative, to determine the need for a valuation allowance.
Information evaluated includes our financial position and results of
operations for the current and preceding years, as well as an
evaluation of currently available information about future years.

We do not provide income taxes on unremitted eamnings of our
foreign subsidiaries where we have indefinitely reinvested such

earnings in our foreign operations. It is not practical to estimate
the amount of income taxes payable on the earnings that are
indefinitely reinvested in foreign operations. Unremitted earnings
of our foreign subsidiaries that we have indefinitely reinvested
offshore are $7.804 billion at December 31, | 2007 and
$7.186 billion at December 31, 2006.

We provide for potential amounts dua in various tax jurisdictions.
In the ordinary course of conducting business in le.lltiple coun-
tries and tax jurisdictions, there are many transactions and
calculations where the ultimate tax outcome is uncertain. Judg-
ment is required in determining our worldwide income tax
prévision. In our opinion, we have made adequate provisions for
incomne taxes for all years subject to audit. Although; we believe
our estimates are reasonable, we can make fio assuraLce that the
final tax outcome of these matters will not be different from that
which we have reflected in our historical income ta:ét provisions
and accruals. Such differences could have a material impact on
our income tax provision and operating results in the period in
which we make such determination.

See Note K—Income Taxes to our 2007 consolidated financial

statements included in Item 8 of this Form 10-K for a detailed
analysis of our income ta?,( accounting.

Legal, Product Liability Costs and Sacurities Claims

We are involved in various legal and regulatory proceedings,
including intellectual property, breach of contract, securities liti-
gation and product liability suits. In some cases, the claimants
seek damages, as well as other relief, which, if granted, could
require significant expenditures or irnpact our ability, to sell our
products. We are substantially self-insured with respect to gen-
eral and product fiability claims. We maintain insurance policies
providing limited coverage against sacurities claims.| We record
lossés for claims in excess of purchased insurance in, earnings at
the time and to the extent they are probable and eLtimabIe. In
accordance with FASB Statement No. b, Accountr’?g for Con-
tingencies, we accrue anticipated costs of settlement, damages,
losses for general product fiability claims and, under gertain con-
ditions, costs of defense, based on historical experience or to the
extent specific losses are probable ard estimable. Otherwise, we
expense these costs as incurred. If the estimate of a probable
loss is a range and no amount within the range is more likely, we
accrua the minimum amount of the range.

Our accrual for legal matters that are probable and estimable was
$994 million at December 31, 2007 and $485| million at
December 31, 20086. The amounts accrued represent primarily
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accrued amounts related to assumed Guidant litigation and
product liability claims recorded as part of the purchase price, as
well as amounts associated with on-going patent litigation
involving our Interventional Cardiology business. See further
discussion of our material legal proceedings in ftem 3. Legal
Proceedings and Note L—Commitments and Contingencies 10
our 2007 consolidated financial statements included in Item 8 of
this Form 10-K for further discussion of our individual material
legal proceedings.

New Accounting Standards
Standards Implemented
Interpretation No. 48

In July 2006, the FASB issued Interpretation No. 48, Accounting
for Uncertainty in ‘Income Taxes, to create a single model to
address accounting for uncertainty in tax positions. We adopted
Interpretation No. 48 as of the first quarter of 2007. Interpretation
No. 48 requires the use of a two-step approach for recognizing
and measuring tax benefits taken or expected to be taken in a tax
retumn, as well as enhanced disclosures regarding uncertainties in
income tax positions, including a roll forward of tax benefits taken
that do not qualify for financial statement recognition. Refer to
Note K—Income Taxes to our 2007 consolidated financial state-
ments included in Item 8 of this Form 10-K for more information
regarding our application of interpretation No. 48 and its impact
on our ¢censclidated financial statements.

Statement No. 158

In September 2006, the FASB issued Statement No. 158,
Employers’ Accounting for Defined Benefit Pansion and Other
Postretirement Plans, which amends Statements Nos. 87, 88,
106 and 132(R). Statement No. 158 requires recognition of the
funded status of a benefit plan in the consolidated statements of
financial position, as well as the recognition of certain gains and
losses that arise during the period, but are deferred under pen-
sion accounting rules, in other comprehensive income {loss). We
adopted Statement No. 158 in 2006. Refer to Mote A—Significant
Accounting Policies to our 2007 consolidated financial staternents
included in Itern 8 of this Form 10-K for more information on our
pension and other postretirement plans.

Issue No, 06-3

In June 2008, the FASB ratified EITF Issus No. 06-3, How Taxes
Collected from Customers and Remitted to Governmental Author-
ities Should Be Fresented in the Income Statement (That is,
Gross versus Net Presentation). The scope of this consensus

includes any taxes assessed by a governmental authority that are
directly imposed on a revenue producing transaction bstween a
seller and a customer and may include, but are not limited to:
sales, use, valus-added, and some excise taxes. Per Issue
No. 06-3, the presentation of these taxes on either a gross
(inciuded in revenues and costs) or a net (excluded from rev-
enues) basis is an accounting policy decision that should be
disclosed. We present sales net of sales taxes in our consolidated
statements of operations. We adoptsad Issue No. 06-3 as of the
first.quarter of 2007. No change of presentation has resulted from
our adoption.

Statermnent No. 123(R)

In December 2004, the FASB issued statement No. 123(R),
Share-Based Payment, which is a revision of Statement No. 123,
Accounting for Stock-Based Compensat-r'on. Statement No. 123{R}
supersedes Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees, and amends FASB
Statement No. 95, Statement of Cash Flows. We adopted State-
ment No. 123{R} as of January 1, 2006. Refer to Note N—Stock
Ownership Plans to our 2007 consalidated financial statements
included in Item 8 of this Form 10-K for discussion of our adoption
of the standard and its impact on our consolidated financial
staternents.

New Standards to be Irﬁ‘plemented
Statement No. 141(R}

In December 2007, the’ FASB issued Statement No. 141(R),
Business Combinations, a replacement for Staternent No. 141.
The Statement retains the fundamental requirements of State-
ment No. 141, but requires the recognition of all assets acquired
and liabilities assumed in a business combination at their fair
values as of the acquisition date. It also requires the recognition
of assets acquired and liabilities assumed arising from contractual
contingencies at their acquisition date fair values. Additionally,
Staternent No. 141(R) supersedes FASB Interpretation No. 4,
Applicability of FASB Statement No. 2 to Business Combinations
Accounted for by the Purchase Method, which required research
and development assats acquired in a business combination that
had no alternative future use to be measured at their fair values
and expensed at the acquisition date. Statement No. 141(R) now
requires that purchased research and development be recognized
as an intangible asset. We are required to adopt Statement
No. 141(R} prospectively for any acquisitions on or after Jan-
uary 1, 2009.

— 5] —
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Statement No. 157

in September 2008, the FASB issued Statement No. 157, Fair
Value Measurements. Statement No. 157 defines fair value,
establishes a framework for measuring fair value in accordance
with U.S. GAAP, and expands disclosures about fair value meas-
urements. Statement No. 157 does not require any new fair value
measurements; rather, it applies to other accounting pronounce-
ments that require or permit fair value measurements. We are
required to apply the provisions of Statement No. 157 pro-
spectively as of January 1, 2008, and recognize any transition
adjustment as a cumulative-effect adjustment to the opening
balance of retained earnings. We are in the process of
determining the effect of adoption of Statement No. 157, but we
do not believe its adoption will materially impact our future results
of operations or financial position.

Statement No. 159

In February 2007, the FASB issued Statement No. 158, The Fair
Value Option for Financial Assets and Financial Liabilities,
including an amendment of FASB Statement No. 175, which
allows an entity to eiect to record financial assets and liabilities at
fair value upon their initial recognition on a contract-by-contract
basis. Subsequent changes in fair value wauld be recognized in
earnings as the changes occur. We will adopt Statement No. 159
beginning in the first quarter of 2008. We are currently evaluating
the impact that the adoption of Statement No. 159 will have on
our consolidated financial statements, but we do not believe its
adoption will materially impact our future results of operations or
financial position.

Management’s Report on Internal Control over
Financial Reporting

As the management of Boston Scientific Corporation, we are
responsible for establishing and maintaining adequate internal
control over financial reporting. We deéigned our internal control
system to provide reasonable assurance to management and the
Board of Directors regarding the preparation and fair prqsentation
of our financial statements.

We assessed the effectiveness of our internal control over finan-
cial reporting as of December 31, 2007. In |making this
assessment, we used the criteria sat forth by the Cfommittee of
Sponsoring Organizations of the Treadway Commission in Internal
Control—Integrated Framework. Based on our assiessment, we
believe that, as of December 31, 2007, our internal control over
financial reporting is effective at a reasonable aséurance level
based on these criteria.

|
Ernst & Young LLP, an independent registered pubi‘ic accounting
firm, has issued an audit report on the effe'ctivéness of our
internal control over financial reporting. This report in which they
expressed an unqualified opinion is included below.

/s/ James R. Tobin /s/ Sam R. Leno !

3 ' [

James R. Tobin Sam R. Leno .

President and Chief Executive Executive Vice President—

Officer Finance & |nformation
Systems and Chief Finan-
cial Officer
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Report of Independent Registered Public Accounting Firm
The Beard of Directors and Shareholders of Bastan Scientific Corporation:

We have audited Boston Scientific Corporation’s intarnal control over financial reporting as of December 31, 2007, based on criteria estab-
lished in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the
COSO criteria), Boston Scientific Corporation's management is responsible for maintaining effective internal control over financial report-
ing, and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying Management's
Report on Internal Control over Financial Reporting. Our responsnblhty is to express an opinion on the Company's mternal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board {United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over finan-
cial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial
reportihg, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal
control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial staterents for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial repeorting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reascnable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
{2} provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are heing made only in accordance with
authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the financial state-
ments.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deterigrate.

In our opinion, Boston Scientific Corporation maintained, in alt material respects, effective internal control over financial reporting as of
December 31, 2007, based on the COSO criteria.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the con-
solidated balance sheets of Boston Scientific Corporation as of Decembeér 31, 2007 and December 31, 2006 and the related consolidated
statements of operations, stockholders’ equity and cash flows for each of the three years in the period ended December 31, 2007 of
Boston Scientific Comporation and our report dated February 25, 2008 expressed an ungualified opinion thereon. '

fs{ Ernst & Young LLP

Boston, Massachusetis
February 25, 2008
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ITEM 7A. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

We develop, manufacture .and sell medical devices globally and
our earnings and cash flow are exposed to market risk from
changes in currency exchange rates and interest rates. We
address these risks through a risk management program that
includes the use of derivative financial instruments. We operate
the program pursuant to documented corporate risk management
policies. We do not enter derivative transactions for speculative
purposes. Gains and losses on derivative financial instruments
substantially offset losses and gains on underlying hedged
exposures. Furthermore, we manage our exposure to counter-
party nonperformance on derivative instruments by entering into
contracts with a diversified group of major financial institutions
and by monitoring outstanding positions.

Our currency risk consists primarily of foreign currency denomi-
nated firm commitments, forecasted foreign
denominated intercompany and third party transactions and net

currency

investments in certain subsidiaries. We use both nonderivative ‘

{primarily European manufacturing operations) and derivative
instruments to manage our earnings and cash flow exposure to
changes in currency exchange rates. We had currency derivative
instruments outstanding in the contract amount of $4.135 billion
at December 31, 2007 and $3.413 billion at December 31, 2006.
We recorded $19 million of other assets and $118 million of other
liabilities to recognize the fair value of these derivative instru-
ments at December 31, 2007 as compared to $71 million of other
assets and $27 million of other liabilities at December 31, 2006. A
ten percent appreciation in the U.S. dollar's value relative to the
hedged currencies would increase the derivative instruments’ fair
value by $293 million at December 31, 2007 and by $112 million
at December 31, 2006. A ten percent depreciation in the U.S.
dollar's value retative to the hedged currencies would decrease
the derivative instruments’ fair value by $355 million at
December 31, 2007 and by $134 million at December 31, 2006.
Any increase or decrease in the fair value of our currency
exchange rate sensitive derivative instruments would be sub-
stantially offset by a corresponding decrease or increase in the
fair value of the hedged underlying asset, liability or forecasted
transaction.

Our interest rate risk relates primarily to U.S. dollar borrowings
partially offset by U.S. dollar cash investments. We use interest
rate derivative instruments to manage the risk of interest rate
changes either by converting floating-rate borrowings into fixed-

rate borrowings or fixed-rate borrowings into floating-rate borrow-
ings. We had interest rate derivative instruments outstanding in
the notional amount of $1.5 bilion at December 31, 2007 and
$2.0 billion at December 31, 2006. The notional amount decrease
is due to quarterly hedge reductions of $250 million beginning in
September 2007 and ending in June 2009. We racorded $17
million of other liabilities to recognize the fair value of our interest
rate derivative instruments at December 31, 2007 as compared to
$11 million at December 31, 2006. A one-percentage point
increase in interest rates would increase the derivative
instruments’ fair value by $9 million at December 31, 2007, as
compared to an increase of $26 million at December| 31, 2006. A
one-percentage point decrease in interest rates would decrease
the derivative instruments’ fair value by $9| million at
December 31, 2007 as compared to a decrease of §26 million at
December 31, 2006. Any increase or decrease in the fair value of
our.interest rate derivative instrumants would be |substantially
offset by a corresponding decrease or increase in the fair value of
the hedged interest payments related to the hedged term loan. At
Decernber 31, 2007, $5.433 billion of our outstanding debt obliga-
tions was at fixed interest rates, representing 66 percent of our
total debt and 81 percent of our net debt balance.

Sea Note I—Financial Vinstruments to our 2007 |consolidated
financial statements included in Itam 8 of this Form 10K for
detailed information regarding our derivative financialjinstrurments.
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders of Boston Scientific Corporation;

We have audited the accompanying consolidated balance shests of Boston Scientific Corporation as of December 31, 2007 and 20086, and
the related consolidated statements of operations, stockhoiders’ equity, and cash flows for each of the three years in the period ended
December 31, 2007. Our audits also included the financial statement schedule listed in the Index at Item 15{a). These financial statemants
and schedule are the responsibility of the Company’s management. Qur responsibility is to express an opinion on these financial state-
ments and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board {United States}). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
staternents. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overali financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financia! statements referred to above present fairly, in all material respects, the consolidated financial position of
Boston Scientific Corporation at December 31, 2007 and 2006, and the consolidated results of its operations and its cash flows for sach
of the three years in the period ended December 31, 2007, in conformity with U.S. generally accepted accounting principles. Also in our
opinion, the related financial statement schedule, when considered in relation to the basic financial staterments taken as a whole, presents
fairty in all material respects the information set forth therein.

As discussed in notes K and Q to the accompanying consolidated financial statements, effective January 1, 2007, the Company adopted
Financial Accounting Standards Board (FASB) Interpretation No. 48, Accounting for Uncertainty in Income Taxes. As discussed in notes N
and Q to the accompanying consolidated financial statements, effective January 1, 2006, the Company adopted Statement of Financial
Accounting Standards No. 123(R), Share-Based Payment.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States), Boston
Scientific Corporation’s internal control over financial reporting as of December 31, 2007, based on criteria established in Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated
February 25, 2008, expressed an unqualified opinion thereon. '

/s/ Emst & Young LLP

Boston, Massachusatts
February 25, 2008
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
CONSOLIDATED STATEMENTS OF OPERATIONS

{in millions, except per share data)

Year Ended Dacember 31, 2007 2006 2005
|
Net sales $ 8357 $ 7an $6.283|‘
Cost of products sold 2342 2,201 1,388
i
Grass profit 6,015 5614 4,891
Operating expenses

Selling, general and administrative expenses 2,909 2,675 1814

Research and development expenses - 1,09 4,008 BB?

Royalty expense ' 202 n 22|?

Amortization expense 641 530 15F

Purchased research and development 85 4119 b

Restructuring charges ! 176 !

Litigation-related charges 365 77{)

Loss on assets held for sale 560 [

6,029 8,563 3,9&9
|
Qperating {loss) income (14} {2,945} QTB
{Other income (expense)
Interest expense (570 (435) {80}
Fair-value adjustment for the sharing of proceeds feature of the .
Abbott Laboratories stock purchase {8 {95)

(Other, net 23 (56) K|
{Loss}income before incoma taxes (569) {3,535) il
Income tax {benefit) expense {74} a2 263
Net {loss) income . $ (495) $ (3577) $ 628
Net (loss) income per common share

Basic $ {033 $ {281 $ 076

Assuming dilution $ 1033 $ 28y $075
Woeighted-average shares outstanding:

Basic 1,486.9 12737 8258
Assuming dilution 1,486.9 12737 8376
{See notes to the lidated fi ial st
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CONSOLIDATED BALANCE SHEETS

{in mitlions)

As of December 31, 2007 2006
ASSETS
Current assets
Cash and cash equivalents $ 1,482 $ 1,668
Trade accounts receivable, net 1,502 1,388
Inventories 125 584
Deferred income taxes ' 679 369
Assets held for sale 1,099 1,447
Prepaid expenses and other current assets 464 474
Total current asssts . $ 551 $ 6,030
Property, plant and equipment, net 1,735 1,644
Investments kib) 596
Other assets 157 234
Intangible assets
Goodwill 15,103 13,996
Core and developed technology, net 6978 1330
Patents, net -322 319
QOther intangible assats, net 664 733
Total intangible assets 23,067 22318
Total assets 1,197 $30,882
{Seo notas to the fidated financial ts)
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CONSOLIDATED BALANCE SHEETS

(in mitlions, except share data)

As of Dacember 31, 2007 2006
LIABILITIES AND STOCKHOLDERS® EQUITY
Current liabilities
Current debt obligations $ 2% $ Tr
Accounts payable 139 204
Accrued expenses 254 1.81%
Income taxes payable 122 413|
Liabilities associated with assets held for sale Ki: 5‘2|
QOther current liahilities 153 139
Total curront liabilities $ 3250 $ 2'531I
Lang-term debt 7.933 8.8 :
Deferred income taxes 2,284 257
Other long-term liabilities 2633 1,48
Commitments and contingencies
Stockholders’ equity
Prefarred stock, $ .01 par value—authorized 50,000,000 shares, none issued and outstanding
Comemaon stock, $ .01 par value—authorized 2,000,000,000 shares and issued 1,491,234,911 shares at
December 31, 2007 and 1,486,403,445 shares at December 31, 2006 15 1?
Additional paid-in capita! 15,788 15,7912
Deferred cast, ESOP . {22} lSIB)
Treasuw stock, at cost—11,728,643 s!)ares aE December 31, 2006 ) |33p]
Retained deficit (693) {174}
Accumulated other comprehensive income {loss), net of tax
Foreign currency translation adjustment 54 1
Unreatized gain on available-for-safe securities 16 1P
Unrealized {loss) gain on derivative financial instruments {59} k)
Unrealized costs associated with certain retirement plans {2} 67]
Total stockhalders’ equity N 15097 15.23!8
£31,197 $30482

{5ea notas to the consolidated financial statemants}
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

{in millions, except share data)

Common Stock

Shares
Issuad

Far
Value

Additional
Paid-in
Capital

Deferred
Compensation

Deferred Cost. ESOP

Shares

Amount

Treasury
Stock

Retained
Eaminps
{Deficit)

Accumulated
Other
Comprahansive
Income {Loss)

Gomprehensive
Income (Loss)

Balance at December 31, 2004
Comprehensive income
Net income
Other comprehensive income {loss), net of tax
Foreign currengy translation adjustment
Net change in equity investments
Net change in derivative financial instruments
Issuance of common stock
Common stock issued for acquisitions
Issuanca of restricted stock, net of cancellations
Repurchases of comman stock
Excess tax benefit related to stock options
Step-up accounting adjustment for certain investments
Amantization of deferred compensation

BA4,565292

$3

$ 1633

(113}
{5}
114

s @

{115)

§320)

207
129

{734)

$2.79

828

8

$(84)

{37}
24
18

3 5B

(3
24
18

Balanco at December 31, 2005

Comprehensive incomg
Net loss
Qther comprehensive income {loss), net of tax
Foreign currency translation adjustment
Net change in equity investments
Nat change in derivative financial instruments
Net change in certain retirement amounts

Issuance of shares of comman stock for Guidant
acquisition

Conversion of outstanding Guidant stock options
Issuance of shares of commen stack to Abbott
Issuance of common stock

Excess tax benafit related to stock options

Reversal of deferred compensation in accordance with
SFAS 123R|

Stock-compensation, including amounts capitalized to
inventory

Step-up accounting adjustmeant for certain investments
Acquired 401(k) ESOP for legacy Guidant employees
401 (k} ESOP transactions

844,565,292

577,206,996

64,631,157

12,508
450
1.399
(238)

{98)

ns

8}

{98}

o8

3,794 965
{1.237,662)

$186)

nn

383

a0

{3.577)

7

87
{104
(35

8)

$ M3

${3.577)

87
{10}
(35

t6)

Batance at Dacember 31, 2006

Comprehensive income
Net loss
Qther comprehensive income {loss), net of tax
foreign cumency translation adjustment
Net change in equity investments
Net change in derivative financial instruments
Net change in certain retirement amounts

Cumutative effect adjustment for adaption of
Interpretation No. 48

Issuance of common stock
Common stock issued for acquisitions
Excess tax benefit refated to stock options

Stock-campensation, including amounts capitalized to
inventory

401 (k) ESOP transactions
Other

1,486,403,445

4,831,468

15

15,792

{65)
(52)

124
03

2551303

(1.605,737)

(58)

36

(333)

182
142

(174}

{435)

{26)

(91}

$3sa)

$ (495}
38

{31

Batance at Decomber 31, 2007

1491234911

$15

$15,780

951,566

$iz2)

$ {633)

$39

$ (543)

{Sea notes to the lidated financial I
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(in mitlions)

Yoar Ended Decomber 3, 2007 2006 2005

Oporating Activities

Net {loss) income ' $ [495) $(3.577 $ 628

Adjustments to reconcile net floss} income to cash provided by operating activities:

Depreciation and amortization 939 78 34
Deferred income taxes (386} (420 4
Stock-compensation expense 122 13 19
Excess tax benefit relating to stock options L |
Net loss on investments and notes receivable 59 112I 37
Purchased research and development 85 4,119 276
Loss on assets held for sale 560 |
Step-up value of acquired inventory sold 2!37I
Fair-value adjustment for sharing of proceeds feature of Abbott stock purchase 8 95

Increase (decrease) in cash flows from operating assets and iabilities, excluding the effect of acquisitions and assets held for sale: ' . I
Tradg accounts receivable (72) 64 {24)
Inventories {30) {53} 77}
Prepaid expenses and other assets {43) n {100}
Accounts payable and accrued expenses 45 m {162)
Intome taxes payahle and other liabilities 125 234 {51
Other, net v 17 32 N

Cash provided by operating activities 934 1845 803

Investing Activities

FProperty, plant and equipment
Purchases {363} (34.1) {341}
Proceeds on disposals 0 18 19

Marketable secufities
Purchases (56)
Proceeds from maturities 158 241

Acquisitions I
Payments for acquisitions of businesses, net of cash acquired 13) 18,5@ {178)
Payments relating to prior year acquisitions o {248} {397 {33}

Other investing activity T
Purchases of publicly traded equity securities 2 | {52)
Payments for investments in privately-held companies and acquisitions of certain technologies {121} {98) {156}
Proceeds from sales of investments in, and collections of nates receivable from, investment partfolio companies 243 B 5

Cash used for investing activitias {474) (9.312) {551)

Financing Activities )

Debt | )
Net payments on commescial paper {1 ?9] {131}
Payments on nates payable, capital leases and long-term herrowings 11.000} (1.510) (508}
Proceeds fram notes payable and long-tarm borrawings, net of debt issuance costs 8,544 739
Net proceeds from {payments on) barrowings on credit and security facilities 246 3 {113)

Equity '
Repurchases of commaon stock (734}
{Payments) proceeds selated to issuance of shares of comman stock to Abbott {60) 1,490-

Proceeds from issuances of shares of common stock 132 145 94
Excess tax benefit felatinﬁ 10 stock options z 7

Other, net (1) )

Cash {used for} provided by financing activities (680} 8,439 {954}

Effect of foreign exchange rates on cash 4 l 7 (5)

Net {decrease} increase in cash and cash equivalents (216) 9:79 {607)

Cash and cash equivalents at heginning of year 1,668 689 1,296

Cash and cash squivalents at end of yeer $1.452 $1,668 $ '

|See nctes to the conolidated fi
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SUPPLEMENTAL INFORMATION

Yaer Epded Docember 3, a2l 2006 2005
Cash paid for income taxes 5475 $ 199 $350
Cash paid far interest . 543 383 &

Non-cash investing activities:

Stock and stack eguivalents issued for acquisitions $ 90 $12,954 124

Non-cash financing activities:

Capital lease amangements 33

(Sae notes ta the lidated financiad st
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Note A - Significant Accounting Policies
Principles of Consolidation

Our consolidated financial statements include the accounts of
Boston Scientific Corporation and our subsidiaries, all of which we
wholly own. We consider the principles of Financial Accounting
Standards Board (FASB) Interpretation No. 46{R), Consolidation of
Variable Interest Entities and Accounting Research Bulletin
No. 51, Consolidation of Financial Staterments, when evaluating
whether an entity is subject to consolidation. We assess the
terms of our investment interests in entities to determine if any
of our investees meet the definition of a variable interest entity
(VIE) under Interpretation No. 48{R). We consalidate any ViEs in
which we are the primary beneficiary. Our evaluation considers
both qualitative and quantitative factors and various assumptions,
including expected losses and residual returns. As of
December 31, 2007, we did not consolidate any ViEs. We
account for investrnents in companies over which we have the
ability to exercise significant influence under the equity method if
we hold 50 percent or less of the voting stock.

On April 21, 2006, we consummated our acquisition of Guidant
Corporation. We consolidated Guidant's operating results with
those of Boston Scientific beginning on the date of the acquis-
ition. See Note C—Acquisitions for further details regarding the
transaction.

Reclassifications

We have reclassified certain prior year amounts to conform to the
current ysar's presentation, including amounts for prior years
included in the consolidated balance sheets with respect 1o
assets held for sale and associated liabilities, as well as Note B—
Supplemental Balance Sheet Information, Note D—Goodwill and
Other Intangible Assets, and Note P—Segment Reporting.

Accounting Estimates

To prepare our consolidated financial statements in accordance
with U.S. GAAP, management makes estimates and assumptions
that may affect the reported amounts of our assets and liabilities,
the disclosure of contingent assets and fiabilities at the date of
our financial statements and the reported amounts of our rev-
enues and expenses during the reporting period. Qur actual
results may ditfer from these estimates.

Cash, Cash Equivalents and Marketable Securities

Woe record cash and cash equivalents in our consclidated balance
sheets at cost, which approximates fair value. We consider all

highly liquid investments purchased with an original maturity date
of three months or less to be cash equivalents.

We invest excess cash in high-quality marketable securities
consisting primarity of bank time qeposits. We record
available-for-sale investments at fair value. We exclude unrealized
gains and temporary losses on avai|ab|a-for—sale seqgurities from
earnings and report such gains and losses, net of tax, as a sepa-
rate component of stockholders’ equity until realized. We
compute realized gains and losses on sales of available-for-sale
securities based on the average cost method, adjutsted for any
other-thantemporary declines in fair value. We record
held-to-maturity securities at amortized cost and adjust for amor-
tization of premiums and accretion of discounts to maturity. We
classify investments in debt securities or equity securities that
have a readily determinable fair value that we purchase and hold
principally for sefling them in the near term as trading securities.
All of our cash invastments at December 31, 2007 and 2006 had
maturity dates at date of purchase of less than three months and,
accordingly, we have classified them as cash and cash equiv-
alents. Interest income earned from cash and cash equivalent
investments was $79 mitlion in 2007, $67 million in 2006, and $36
millien in 2006.

Concentrations of Credit Risk

Financial instruments that patentially subject us to Iconcenrrations
of credit risk consist primarily of cash and cash equivalents,
marketable securities, derivative financial instrument contracts
and accounts and notes receivable. Qur investment policy limits
exposure to concentrations of credit risk and changes in market
conditions. Countarparties to financial instruments expose us to
credit-related losses in the event of nonperformance. We transact
our financial instruments with a diversified group,of major finan-
cial institutions and monitor outstanding positions to limit our
credit exposure.

We provide credit, in the normal course of business, to hospitals,
healthcare agencies, clinics, doctors’ offices and ather private and
governmental institutions. We perform on-going credit evalua-
tions of our customers and maintain allowancles for potential
credit losses.

Revenue Recognition

We generate revenue primarily from the sale of single-use
medical devices. We consider revenue to be realizad or realizable
and earned when all of the following criteria are met: persuasive
evidence of a sales arrangement exists; delivery has occurred or
services have been rendered; the price is fixed, or determinable;
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and collectibility is reasonably assured. We generally meet these
criteria at the time of shipment, unless a consignment arrange-
ment exisis. We recognize revenue from consignment
arrangements based on product usage, or implant, which
indicates that the sale is complete. For all other transactions, we
recognize revenue when title to the goods and risk of loss
transfer to the customer, provided there are no substantive
remaining performance obligations required of us or any matters
requiring customer acceptance. For multiple-element arrange-
ments, whereby the sale of devices is combined with future
service obligations, we defer revenue on the undelivered element
based on verifiable objective evidence of fair value, and recognize
the associated revenue over the related service period.

We generally allow our customers to return defective, damaged
and, in certain cases, expired products for credit. We base our
estimate for salas returns upon historical trends and record the
amount as a reduction to revenue when we sell the initial prod-
uct. In addition, we may allow customefs to return previously
purchased products for next-generation product offerings; for
these transactions, we defer recognition of revenue based upon
an estimate of the amount of product to be returned when the
next-genseration products are shipped to the customer.

We offer sales rebates and discounts to certain customers. We
treat sales rebates and discounts as a reduction of revenue and
classify the corresponding liability as current. We estimate
rebates for products where there is sufficient historical
information available to predict the volume of expected future
rebates. If we are unable to estimate the expected rebates
reasonably, we record a liability for the maximum rebate
percentage offered. We have entered certain agreements with
group purchasing organizations to sell our products to
participating hospitals at negotiated prices. We recognize revenue
generated from these agreements following the same revenue
recognition criteria discussed above.

Inventories

We state inventories at the fower of first-in, first-out cost or
market. We base our provisions for excess, obsolete or expired
inventory primarily on our estimates of forecasted net sales and
production levels. A significant change in the timing or level of
demand for our products as compared to forecasted amounts
may result in recording additional provisions for excess, obsolete
or expired inventory in the future. The industry in which we partic-
ipate is characterized by rapid product development and frequent
new product introductions. Uncertain timing of next-generation
product approvals, variability in product launch strategies, product

recalls and variation in product utilization all affect the estimates
related to excess and obsolete inventory. We record provisions
for inventory located in our manufacturing and distribution facili-
ties as cost of sales. We charge consignment inventory write-
downs to selling, general and administrative expense. These
write-downs approximated $35 million in 2007, $24 million in
2006, and $15 million in 2005. Inventories under consignment
arrangements were approximately $78 million at December 31,
2007 and $47 million at December 31, 2006.

Property, Plant and Equipment

We state property, plant, equipment, and leasehold improve-
ments at historical cost. We charge expenditures for maintenance
and repairs to expense and capitalize additions and improve-
ments. We generally provide for depreciation using the straight-
ling method at rates that approximate the estimated useful lives
of the assets. We depreciate buildings and improvements over a
20 to 40 year life; equipment, furniture and fixtures over a three
to seven vear life; and leasehold improvements over the shorter
of the useful life of the improvement or the term of the leass. We
present assets under capital lease arrangements with property,
plant and equipment in the accompanying consolidated balance
sheets,

Valuation of Business Combinations

Woe record intangible assets acquired in business combinations
under the purchase method of accounting. We allocate the
amounts we pay for each acquisition to the assets we acquire
and liabilities we assume based on their fair values at the dates of
acquisition in accordance with FASB Statement No. 141, Busi
ness Combinations, including identifiable intangible assets and
purchased research and development, which either arise from a
contractual or legal right or are separable from goodwill. We base
the fair value of identifiable intangible assets and purchased
research and development on detailed valuations that use
information and assumptions provided by management. We
allocate any excess purchase price over the fair value of the net
tangible and identifiable intangible assets acguired to goodwill. In
circumstances where the amounts assigned to assets acquired
and liabilities assumed exceeds the cost of the acquired entity
and the purchase agreement does not provide for contingent
consideration that might result in an additional element of cost of
the acquired entity that equals or excesds the excess of fair valug
over cost, the excess is allocated as a pro rata reduction of the
amounts that otherwise would have been assigned to all of the
acguired assets, including purchased research and development,
except for a) financial assets, othar than investments, accounted
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for under the equity method, b} assets to be disposed of by sale,
¢) deferred tax assets, d) prepaid assets relating to pension or
other postretirement benefit plans and e} any other current
assets. In those circumstances where an acquisition involves
contingent consideration, we recognize an amount equal to the
lesser of the maximum amount of the contingent payment or the
excess of fair value over cost as a liability. As of December 31,
2007, the cost of each of our acquired entities exceeded the fair
value amounts assigned to assets acquired and liabilities
assumed.

Purchased Research and Development

Our purchased research and development represents the esti-
mated fair value of acquired in-process projects that have not yet
reached technological feasibility and have no aiternative future
use as of the date of acquisition. The primary basis for
determining the technological feasibility of these projects is
obtaining regulatory approval to market the underlying products in
an applicable geographic region. We expense the value attribut-
able to these in-process projects at the time of the acquisition. If
the projects are not successful or completed in a timely manner,
we may not realize the financial benefits expected for these
projects or for the acquisitions as a whole. In addition, we record
certain costs associated with our alliances as purchased research
and development. '

We use the income approach to determine the fair values of our
purchased research and development. This approach calculates
fair value by estimating the after-tax cash flows attributable to an
in-process project over its useful life and then discounting these
after-tax cash flows hack to a present value. We base our revenue
assumptions on estimates of relevant market sizes, expected
market growth rates, expected trends in technology and expected
lavals of market share. In arriving at the value of the in-process
projects, we consider, among other factors: the in-process proj-
ects’ stage of complation; the complexity of the work completed
as of the acquisition date; the costs already incurred; the projected
costs to complete; the contribution of core technologies and other
acquired assets; the expected introduction date; and the esti
mated useful life of the technology. We base the discount rate
used to arrive at a present value as of the date of acquisition on
the time value of money and medical technology investment risk
factors. For the in-process projects acquired in connection with our
recent acquisitions, we used the following ranges of risk-adjusted
discount rates to discount our projected cash flows: 19 percent in
2007, 13 percent to 17 percent in 2006, and 18 percent to
27 percent in 2005. We believe that the estimated in-process
research and development amounts so determined represent the

fair value at the date of acquisition and do not exceed the amount
a third party would pay for the projects.

Amortization and Impairment of Intangible Assets

We record intangible assets at historical cost. We amortize our
intangible assets using the straignt-line method over their esti-
mated useful lives, as follows: patents and licenses, two to
20 years; definite-lived core and developed technology, five to
25 years; custorner relationships, five to 25 years; c?ther intangible
assets, various. We review intangible assets subject to amor-
tization quarterly to determine if any adverse conditions exist or a
change in circumstances has occurred that would indicate
impairment or a change in the remaining useful iife. Conditions
that would indicate impairment and trigger a more frequent
impairment assessment include, but are not limited to, a sig-
nificant adverse change in legal factors or business climate that
could affect the value of an asset, or an adverse action or
assessment by a regulator. If an impairment indicator exists, and
the carrying value of an asset exceeds ils undiscounted cash
flows, we write down the carrying value of the intangible asset to
its fair value in the period identified. We catcdlate fair value
generally as the present value of estimated future|cash flows we
expect to generate from the asset using a risk-adjusted discount
rate. We record impairments of intangible assets s amortization
expense in our consolidated statements of operations. In addition,
we review our indafinite-lived intangible assets at least annually
for impairment and reassess their classification as indefinite-lived
assets. To test for impairment, we calculate the fair value of our
indefinite-lived intangible assets and compare the calculated fair
values to the respective carrying values. If the estimate of an
intangible asset’s remaining usefu! life is changed, we amortize
the remaining carrying value of the intangible asset prospectively
over the revised remaining usefut life.

For patents developed internally, we capitalize costs incurred to
obtain patents, including attorney fees, registration fees,
consulting fees, and other expenditures direEtly related to
securing the patent. We amortize these costs generally over a
period of 17 years utilizing the straight-line meth&d, commencing
when the related patent is issued. Legal costs incurred in con-
naction with the successful defense of both internally developed
patents and those obtained through our acquisitions are cap-
italized and amortized over the remaining amortizable life of the
related patent.
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Goodwill Impairment

Annually we test our goodwill balances during the second quarter
of the year as of April 1, the beginning of our second quarter,
using financial information available at that time. We test our
goodwill balances more frequently if ¢ertain indicators are present
or changes in circumstances suggest that impairment may exist.
In performing the test, we utilize the two-step approach pre-
scribed under FASB Statement No. 142, Goodwill and Other
Intangible Assets. The first step requires a comparison of the
carrying value of the reporting units, as defined, to the fair value
of these units. In 2007 and 20086, we identified our ten domestic
divisions, which in aggregate make up the U.S. reportable
segment, and our three international operating segments as our
reporting units for purposes of the goodwill impairment test. At
the time of acquisition, we assign goodwilt to the reporting units
that we expect to benefit from the respective business combina-
tion. In addition, for purposes ot performing our annual goodwil
impairment test, assets and liabilities, including corporate assets,
which relate to a reporting unit's operations, and would be
considered in determining fair value, are allocated to the individuat
reporting units. We allocate assets and liabilities not directly
related to a specific reporting unit, but from which the reporting
unit benefits, based primarily on the respactive revenue con-
tribution of each reporting unit. If the carrying value of a reporting
unit exceeds its fair value, we will perform the second step of the
goodwill impairment test to measure the amount of impairment
loss, if any. The second step of the goodwill impairment test
compares the implied fair value of a reporting unit's goodwill to its
carrying value. If we were unable to complete the second step of
the test prior to the issuance of our financial statements and an
impairment loss was probable and could be reasonably estimated,
we would recognize our best estimate of the loss in our June 30
interim financial statements and disclose that the amount is an
estimate. We would then recognize any adjustment to that
estimate in subsequent reporting periods, once we finalized the
second step of the impairment test.

Investments in Publicly Traded and Privately Held
Entities

We account for our publicy traded investments as
available-for-sale securities based on the quoted market price at
the end of the reporting period. We compute realized gains and
losses on sales of available-for-sale securities based on the
average cost method, adjusted for any other-than-temporary
declines in fair value. We account for our investments for which
fair wvalue is not readily determinable in accordance with
Accounting Principles Board {APB) Opinion No. 18, The Equity

Method of Accounting for Investments jn Common Stock,
Emerging Issues Task Force (EITF) Issug No. 02-14, Whather an
Investor Should Apply the Equity Method of Accounting to
Investments other than Common Stock and FASB Staff Position
Nos. 115-1 and 124-1, The Meaning of Other-Than-Temporary
Impairment and Its Application to Certain Investments.

We account for investments in entities over which we have the
ability to exercise significant influence under the equity method it
we hold 50 percent or less of the voting stock. We account for
investments in entities over which we do not have the ability to
exercise significant influence under the cost method. Qur
determination of whether we have the ability to exercise sig-
nificant influence over an entity requires judgment. We consider
the guidance in Opinion No. 18, EITF Issue No. 03-16, Accounting
for Investments, in Limited Liability Companies, and EITF Topic
D-46, Accounting for Limited Partnership Investments, in
determining whether we have the ability to exercise significant
influence over an entity.

For investments accounted for under the equity method, we
record the investment initially at cost, and adjust the carrying
amount to reflect our share of the eamnings or losses of the
investee, including all adjustments similar to those made in
preparing consolidated financial statements.

Each reporting period, we evaluate our investments to determine
if there are any events or circumstances that are likely to have a
significant adverse effect on the fair value of the investment.
Exarmples of such impairment indicators include, but are not lim-
ited to: a significant deterioration in earnings performance; a
significant adverse change in the regufatory, economic or techno-
logical environment of an investee; or a significant doubt about an
investee's ability to continue as a going concern. If we identify an
impairment indicator, we will estimate the fair value of the
investment and compare it to its carrying value. Our estimation of
fair value considers all available financial information related to the
investee, including valuations based on recent third-party aquity
investments in the investee. If the fair value of the investment is
less than its carrying value, the investment is impaired and we
make a determination as to whether the impairment is other-than-
temporary. We deem impairment to be other-than-temporary
unless we have the ability and intent to hold an investment for a
period suffictent for a market recovery up to the carrying value of
the investment. Further, evidence must indicate that the carrying
value of the investrment is recoverable within a reasonable period.
For other-thantemporary impairments, we recognize an ifnpair-
ment loss equal to the difference hetween an investment’'s
carrying vaiue and its fair value. impairment losses on these
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investments are included in other, net in our consolidated state-
ments of operations.

Income Taxes

We utilize the asset and liability method of accounting for income
taxes. Under this method, we determine deferred tax assets and
liabilities based on differences between the financial reporting
and tax bases of our assets and liabilities. We measure deferred
tax assets and liabilities using the enacted tax rates and laws that
will be in effect when we expect the differences to reverse.

We recognized net deferred tax liabilities of $1.605 billion at
December 31, 2007 and $2.201 billion at December 31, 2006. The
liabilities relate primarily to deferred taxes associated with our
acquisitions. The assets relate primarily to the establishment of
inventory and product-related reserves, litigation and product
liability reserves, purchased research and development, invest-
ment write-downs, net operating loss carryfarwards and tax credit
carryforwards. In light of our historical financial performance, we
believe we will recover substantially all of these assets. We
reduce our deferred tax assets by a valuation allowance if, based
upon the weight of available evidence, it is more fikely than not
that we will not realize some portion or all of the deferred tax
assets. We consider relevant evidence, both positive and neg-
ative, to determine the need for a valuation allowance.
Information evaluated includes our financial position and results of
operations for the current and preceding years, as well as an
evaluation of currently available information about future years.

We do not provide income taxes on’ unremitted earnings of our
foreign subsidiaries where we have indefinitely reinvested such
sarnings in our foreign operations. It is not practical to estimate
the amount of income taxes payable on the earnings that are
indefinitely reinvested in foreign operations. Unremitted earnings
of our foreign subsidiaries that we have indefinitely reinvested
offshore are $7.804 billion at December 31, 2007 and
$7.186 billion at December 31, 2006.

We provide for potential amounts due in various tax jurisdictions.
In the ordinary course of conducting business in multiple coun-
tries and tax jurisdictions, there are many transactions and
calculations where the ultimate tax outcome is uncertain. Judg-
ment is required in determining our worldwide income tax
provision. In our opinion, we have made adequate provisions for
income taxes for all years subject to audit. Although we believe
our estimates are reasonable, we can make no assurance that the
final tax outcome of these matters will not be different from that
which we have reflected in our historical income tax provisions
and accruals. Such differences could have a material impact on

our income tax provision and operating results in the period in
which we make such determination.

Legal, Product Liability Costs and Securities Claims

We are involved in various legal and regulatory| proceedings,
including intellectual property, breach of contract, |securities liti-
gation and product liability suits. In some cases, the claimants
seek damages, as well as other ralief, which, if granted, could
require significant expenditures or impact our abili'ty to sell our
products. We are substantially self-insured with respect to gen-
eral and product liability claims. We maintain insurance policies
providing limited coverage against securities claims. We record
losses far claims in excess of purchased insurance}in earnings at
the time and to the extent they are probable and)estimable. In
accordance with FASB Statement No. 5, Accounting for Con-
tingencies, we accrue anticipated costs of settlement, damages,
losses for product liability claims and, under certain conditions,
costs of defense, based on historical experience or, to the extent
specific losses are probable and estimable. Otherwise, we
expense these costs as incurred. if the estimate [of a probable
loss is a range and no amount within the range is more likely, we
accrue the minimum amount of the range. See Note L—
Commitments and Contingencigs for further discussion of our
individual material legal proceedings.

Warranty Obligations

We estimate the costs that we may incur under our warranty
programs based on historical experience and record a liability at
the time our products are sold. Factors that affect our warranty
liability include the number of units sold, the historical and antici-
pated rates of warranty claims and the cost per claim. We record
a reserve equal to the costs to repair or otherwise satisfy the
claim. We reguiarly assaess the adequacy of our rect rded warranty
liabilities and adjust the amounts as necessary. Changes in our
product warranty obligations during the years ended
December 31, 2007 and 2006 consisted of the following {in

millions):

Balance at January 1, 2006 : $12
Guidant warranty provision assumad 50
Warranty claims provision , 8
Settlements made {30}

Balznce at Dacember 31, 2006 . 60
Warranty claims provision 23
Settlements made {17)

Balance at December 31, 2007 $66
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Costs Associated with Exit Activities

We record employee termination costs in accordance with FASB
Statement No. 112, Employer's Accounting for Postemployment
Benefits, if we pay the benefits as part of an on-going benefit
arrangement, which includes benefits provided as part of our
domestic severance policy or that we provide in accordance with
international  statutory requirements. We accnue  employee
termination costs associated with an on-going benefit arrangement
if the obligation is attributable to prior services rendered, the rights
to- the benefits have vested and the payment is probable and we
can reascnably estimate the iiability. We account for employes
termination benefits that represent a one-time banefit in accordance
with FASB Statement No. 146, Accounting for Costs Associated
with Exit or Disposal Activities. We record such costs into expense
when management approves and commits to a plan of termination,
and communicates the termination arrangement to the employees,
or over the future service period, if any. In addition, in conjunction
with an exit activity, we may offer voluntary termination benefits 1o
employees. These benefits are recorded when the employes
accepts the termination benefits and the amount ¢can be reasonably
estimated. Other costs associated with exit activities may include
contract termination costs, including costs related to leased facilities
to be abandoned or subleased, and long-ived asset impairments. In
addition, we account for costs to exit an activity of an acquired
company and involuntary employee termination benefits and
relocation costs associated with acquired businesses in accordance
with EITF Issus No. 95-3, Recognition of Liabilities in Connection
with a Purchase Business Combination. We include exit costs in the
purchase price allocation of the acquired business if a plan to exit an
activity of an acquired company exists, in accordance with the |ssue
No. 95-3 criteria, and those costs have no future economic benefit
to us and will be incurred as a direct result of the exit plan; or the
exit costs represent amounts to be incurred by us under a con-
tractual obligation of the acquired entity that existed prior to the
acquisition date. We recognize involuntary employee termination
benefits and relocation costs as liabilities assumed as of the acquis-
ition date when management approves and commits to a plan of
termination, and communicates the termination arrangement to the
employees. '

Translation of Foreign Currency

We translate all assets and liabilities of foreign subsidiaries at the
year-end exchange rate and translate sales and expenses at the
average exchange rates in effect during the year. We show the
net effect of these translation adjustments in the accompanying
consolidated financial statements as a component of stock-
holders’ equity. Foreign currency transaction gains and losses are

included in other, net in our consolidated statements of oper-
ations. These gains and losses were not material to our
censolidated statements of operations for 2007, 2006, and 2005.

Financial Instruments

Woe recognize all derivative financial instruments in our con-
solidated financial statements at fair value in accordance with
FASB Statement No. 133, Accounting for Derivative Instruments
and Hedging Activities. We record changes in tha fair value of
derivative instruments in earnings unless we meet deferred
hedge accounting criteria. For dérivative instruments designated
as fair value hedges, we record the changes in fair value of both
the derivative instrument and the hedged item in eamings. For
derivative instruments designated as cash flow hedges, we
record the effective portions of changes in fair value, nat of tax, in
other comprehensive income until the related hedged third party
transaction occurs. For derivative instruments designated as net
investment hedges, we record the effective portion of changes in
fair value in other comprehensive income as part of the cumu-
lative translation adjustment. We recognize any ineffective portion
of our hedges in earnings,

The carrying amount of credit facility borrowings approximates
their fair values at December 31, 2007. We base the fair value of
our fixed-rate long-term debt on market prices to the extent we
hedge changes in their fair values. Carrying amounts of floating-
rate long-term debt approximate their fair value at December 31,
2007 and 20086.

Shipping and Handling Costs

Woe do not generally bill customers for shipping and handling of
our products. Shipping and handling costs of $92 miliion in 2007,
$108 million in 2006 and $92 million in 2005 are included in sell-
ing, general and administrative expenses in the accompanying
consolidated statements of operations.

Research and Development

We expense research and development costs, including new
product development programs, regulatory compliance and clinical
research as incurred. Refer to Purchased Research and Develop-
ment for our policy regarding inprocess research and development
acquirad in connection with our business combinations.

Employee Retirement Plans

Defined Benefit Plans

In connection with our acquisition of Guidant, we sponsor the
Guidant Retirement Plan, a frozen noncontributory defined benefit
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plan covering a select group of current and former employees.
The funding policy for the plan is consistent with U.S. employee
benefit and tax~fundihg regulations. Plan assats, which we main-
tain in a trust, consist primarily of equity and fixed-income
instruments. We also sponsor the Guidant Excess Benefit Plan, a
frozen nonqualified plan for certain former officers and employees
of Guidant. The Guidant Excess Benefit Plan was funded through
a Rabbi Trust that contains segregated company assets used to
pay the benefit obligations related to the plan. In addition, certain
former U.S. and Puerto Rico employées of Guidant were eligible
to receive Company-paid healthcare retirement ,b'enefits. As part
of the Guidant integration and the effort to develop a more scal-
able, consistent benefit plan, these benefits were frozen. Former
Guidant employees that met certain criteria as of December 31,
2006 and retire within two years thereafter are eligible to receive
the benefits under the plan.

We maintain an Executive Retirement Plan, which covers execu-
tive officers and division presidents. The plan provides retiring
executive officers and division presidents with a lump sum
benefit of 2.5 months of salary for sach completed year of serv-
ice, up to a maximum of 36 manths’ pay. Participants may retire
with unreduced bensfits once retirement conditions have been
satisfied. In order to meet the retirement definition under the
Executive Retirement Plan, an employee's age in addition to his
or her years of service with Boston Scientific must be at least
65 years, the employee must be at least 55 years old and have
been with Boston Scientific for at least five years.

We use a December 31 measurement date for these plans. In
accordance with FASB Staterment No. 158, Employer's
Accounting for Defined Benefit Pension and Other Postretirement
Plans, we record the overfunded portion of each plan as an asset
in our consolidated batance sheets, the underfunded portion as a
liability, and recognize changes in the funded status through
other comprehensive income. The outstanding obligation as of
December 31, 2007 is as follows:

Guidant Guidant Heatthcare
Executive | Retiroment Excoss Retirement
Retirament Plan Benafit Plan | Benefit Plan
in millions) Plan {frozen} {frozen) [frozen) Total
f’rnjécted benefit
abligation (PBO) 520 a2 $28 $36 $166
Less: Fair value of plan
assets B6 86
Underfunded
{overfunded) PBO
recognized $20 $14) $28 $36 $ 80

The net decrease in the funded status of our| plans from
December 31, 2006 was $5 million and is included in accumu-
lated other comprehensive income.

The weighted average assumptions used to determine benefit
obligations at December 31, 2007 are as follows:

Guidant | Guidagt | Healthcare

Executive |Retirament| Excess Ratiremem

Retirement| Plan | Bensfit Plan | Benefit Plan
Plan {frozen) {frozen) {frozen}
Discount rate ' 6.50% 6.50% 6.50% 5.50%
Expected return on plan assets 1.75% ‘
Healthcare cost frend rate - 5.00%

Expected rate of compensation increase 4.50%

Defined Contribution Plans

We sponsor a voluntary 401{k} retirarnent savings plan for eligible
employees. Participants may contribute between one percent and
ten percent of his or her compensation on an after-tax basis, up to
established federal limits. We match employes contributions

squal to 200 percent for employee contributions up to two per-
cent of employee compensation, and fifty percent for employee
contributions greater than two percent, but not 4xceeding SiX
percent, of employee compensation. Total expe!nse for our
matching contributions to the plan was $43 million in 2007,
$40 million in 2006 and $41 million in 2005.

in connection with our acquisition of Guidant, we now sponsor
the Guidant Employee Savings and Stock Ownership Plan, which
allows for employee contributions of up to 75 percent of pre-tax
sarnings, up to established federal limits. Qur matching con-
tributions to the plan are in the form of shares of stock, allocated
from the Employee Stock Ownership Plan (ESOP). Refer to Note
N—Stock Ownership Plans for mere information on the ESOP.
Total expense for our matching contributions to the plan was $23
million in 2007 and $19 million in 20086.

Net Income (Loss) per Common Share

We base net income {loss} per common share upon the
weighted-average number of common shares and common stock
equivalents outstanding each year. Potential common stock
equivalents are determined using the treasury stock method. We
exclude stock options whose effect would be anti-dilutive from
the calculation. '

BOSTON SCIENTIFIC AND SUBSIDIARIES

— 68 —




PART Il

Note B - Supplemental Balance Sheet
Information

Components of selected captions in our consclidated balance
sheets are as follows:

As of Decembar 31,
2007 2006
Trade accounts receivable, net
Accounts Receivable $1,639 $1,523
Less: allowances 137 135
' $152 | 5138
Inventories
Finishad goods $ 454 $ 47
Work-in-process 132 132
Raw materials 139 135
$ 75 $ 684
Property, plant and squipment, net
Land $ 119 $ 107
Buildings and improvements 822 694
Equipment, furtiture and fixtures 1580 1488
Capital in progress 304 212
2925 |- 2559
Less: accumulated depreciaticn 1,190 915
$1.735 $1.604
Accrued expenses
Acquisition-related obligations $ 699 $ 428
Legal reservas . 499 268
Payroll and related liabilities . 498 450
Restructuring liabilities 137
Other . 208 670
$2.541 $1.816
Other long-term liabilities
Acquisitien-related obligations $ 485
Legal raserves 495 $ 217
Other accrued income taxes 1,344 1.041
Other long-term liabilities 329 230
$2.633 $1,458

See Note D—Goodwill and Other Intangible Assets for details on
our intangible assets and Note E—Assets Held for Sale for the
components of those assets and associated liabilities classified as
held for sale in our consoclidated balance sheets.

Note C ~ Acquisitions

During 2007, we paid approximately $100 million through a
combination of cash and common stock to acquire EndoTex
Interventional Systems, Inc. and $70 million to acquire Remon
Medical Technologies, Inc. During 2006, we paid $28.4 billion to
acquire Guidant through a combination of cash, common stock,
and fully vested stock options. During 2005, we paid $178 million
in cash to acquire TriVascular, inc., CryoVascular Systems, Inc.
and Rubicon -Medical Corporation and paid approximately
$120 million in shares of our common stock to acquire Advanced
Stent Technologies, Inc.

QOur consolidated financial statements include the operating
results for each acquired entity from its respective date of acquis-
ition. Pro forma information for 2006 and 2005 related to our
acquisition of Guidant is included in the section that follows. We
do not present pro forma information for our 2007 or 2005 acquis-
ittons given the immateriality of their results to our consoclidated
financial statements.

2007 Acquisitions

tn January 2007, we completed our acquisition of 100 percent of
the fully diluted equity of EndoTex Interventional Systems, Inc., a
developer of stents used in the treatment of stenotic lesions in
the carotid arteries. Wa issued approximately five million shares
of our common stock valued at $90 million and paid approx-
imately $10 million in cash, in addition to our previous
investments of approximately $40 million, to acquire the
remaining interests of EndoTex. in addition, we may be required
to pay future consideration that is contingent upon EndoTex
achieving certain performance-related milestonas. The acquisition
was intended to expand our carotid artery disease technology
portfolio,

In August 2007, we completad our acquisition of 100 percent of
the fully diluted equity of Remon Medical Technologies,
Inc. Remon is a developmant-stage company focused on creating
communication technology for medical device applications. We
paid approximately $70 million in cash, net of cash acquired, in
addition to our previous investments of $3 million, to acquire the
remaining interests of Remon. We may also be required to make
future payments contingent upon Remaon achieving certain per-
formance milestones. The acquisition was intended to expand our
sensor and wireless communication technology portfolio and
complément our existing Cardiac Rhythm Management (CRM)
produ&:t line, ’
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2006 Acquisitions

On April 21,- 2006, we acquired 100 percent of the fully diluted
equity of Guidant Corporation. The aggregate purchase price of
$28.4 billion included: $14.5 billion in cash; 577 million-shares .of
our common stock at an estimated fair value of $12.5 billion;
approximately 40 million of our fully vested stock options granted
to Guidant employees at an estimated fair value of $450 million;
$97 million associated with the buyout of options of certain
former vascular intervention and endovascular solutions Guidant
employees; and $770 million of direct acquisition costs, including
a $705 million payment made to Johnson & Johnson in.con-
nection with the termination of its merger agreement with
Guidant. Partially offsetting the perchase price was $6.7 billion of
cash that we acquired, including $4.1 billion in connectioh with
Guidant’s prior sale of its vascular intervention and endovascular
solutions’ busrnesses to Abbott Laboratories. The remam:ng cash
relates to cash on hand at the time of ctosing. There is no poten-
tial contingent " consideration payable to the former Guidant
sharehalders.

Upon the closing of the acquisition, each- share of Guidant
common stock (other than shares owned by Guidant and Boston
Scientific) was converted into (i) $42.00 in cash, {ii) 1.6799 shares
of Boston Scientific commeon stock, and (i) $0.0132 in cash per
share for each day beginning on April 1 through the closmg date
of Apni 21, representing an additional $0.28 per share The
number of Boston Scientific shares issued for each Gurdant share
was based on an exchange ratio determlned by dividing $38.00 by
the average ¢closing price of Boston Scientific common stock
during the 20 consecutive tradlng day period endmg three days
prior to the closmg date SO Iong as the average closmg prrce
during that penod was between $22.62 and $28.86. If the
average closing price during that period was below $22. 62 the
merger agreement specified a fixed exchange ratio of 1 6799
shares of Boston Scientific common stock for each-share of
Guidant common stock. Because the average closing price- of
Boston Scientific common stock during that period was less than
$22.62, Guidant shareholders received.1.6799 Boston Scientific
shares for each share of Guidant common stock. .ot

We measured the fair value of the 577 million shares of our
common stock issued as consideration in conjunctlon ‘with our
acqursrtron of Guidant under Statement No. 141, and EITF Issue
No. 99- 12, Determination of the Measurement Date for the
Market Pnce of Acqurrer Secuntres Issued in & Purchase Busrness
Combrnatron We determined the measurement date to be
Aprit 17, 2008, the first date on which the average 20-day closing
price fell below $22.62 and the number of Boston Scientific

shares to be issued according to the exchange ratio became fixed
withaut subsequent revision. We valued the securities based on
average market prices a few days before and after the measure-
ment date (beginning on April 12 and ending on Aprjl 19), which
did not include any dates after the April 21 closing|date of the
acqmsnmn The welghted-average stack price so determined was
$21.68.

To finance the cash portion of the Guidant acqufsit on, we bor:
rowed $6.6 billion consisting of a $5.0 billion five-year term loan
and a $700 million 364-day interim credit facility Joan from a
syn'd'icate of commercial and investment banks, as well as a
$900 million subordinated loan from Abbott. See Note H-—
Borrowings and Credit Arrangements for further details regarding
the debt issued to finance the cash portion of the Guidant
acquisition. ) B ’

We made our offer to acquire Guidant after the execution of a
merger agreement between Guidant and Johnson & Johngon. On
January 25, 2006,'Guidant terminated the Johnson & Johnson
rrwerger dgreement and, in connection with the |termination,
Guidant paid Johnson & Johnson a termination fee  of
$705 million. We then reimbursed Guidant for the fyll amount of
the termination fee paid to Johnson & Johnson. '

Abbott Transaction

On April 21, 2006, before the closing of the Bostnlm Scientific-
Guidant  transaction, Abbott acquired Guidant's vascular

intervention and endovascular solutions businesses for:

« an initial payment of $4.1 billion in cash _at the Abbott trans-
action closing;

* «a milestona payment of $250 million upon receipt of an
o apprqval from the U.S. FDA within ten years after the Abbott
'transaction closing to market and sell an everalimus-gluting
stent in the U.S.; and

+ a milestone payment of $250 million upon receipt of an
approval from the'Japanese Ministry of Health| Labour and
Welfare within ten years ‘after the Abbott transaction closing
to market and sell an everolimus-eluting stent in Japan.

Further, Abbott purchased- from us apprqxrmately 65 million
shares of our common stock for $1.4-billion, or $21 .([56 per share.
Abbott agreed not to sell any of these shares of cammon stock
for six months following the transaction closing| unless the
average price per share of our cormmon stock over; any consec-
utive 20-day trading period during that six-month perlod exceeded

$30.00. In addition, during the 18month period following
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the transaction closing, Abbott was precluded from, in any
one-month period, selling more than 8.33 percent of these shares
of our commen stock. Abbott must sell all of these.shares of our
common stock no later than 30 months following the April 21,
2006 acquisition date, and must apply a portion of the net pro-
ceeds from its sale of these shares of our common stock in
excess of specified amounts, if any, to reduce the principal
amount of the loan from Abbott to Boston Scientific {sharing of
praceeds feature). As of December 31, 2007, Abbott had s0ld
approximately 38 million shares of our common stock Abbott
sold its remaining shares of our common stock during the first
guarter of 2008. ”

We determined the fair value of the sharing of proceeds feature
of the Abbott stock purchase as of April 21, 2006 to be $103
million and recorded this amount as an asset received in con-
nection with the sale of the Guidant vascular intervention and
endovascular solutions business to Abbott. We revalue . this
instrument each reporting period, and recorded net expense of
approximately $8 million during 2007 and $95 million during 2008
to reflect a decrease in fair value. As of December 31, 2007, due
to our stock price, and the remaining term of the feature being
less than ane year, there was no fair value associated with this
featurs.

We used a Monte Carlo simulation methodology in determinirig
the value of the sharing of proceeds feature. We estimated the
fair value on Aprit 21, 2006 using the following assumptions. .

BSX stock price ' , | sz
Expected volatiliy : T sn00%
Risk-free interest rate o 490%
Credit spread : o B b 0.35%-
Expected dividend yield ’ : . . 0.00%.
Contractual term to expiration {years) i . . 25

In connection with the Abbott transaction, we agreed-to issue
Abbott additional shares of our common stock having an
aggregate value of up to $60 million eighteen months following
the transaction closmg to relrnburse Abbott for a portion of its
cost of borrowing $1 4 billion to purchase the shares. of our
common stock. We recorded the $60 million obligation as a
liability assumed in connection with the sale of Guidant's vascutar
intervention and endovascular solutions businesses to Abbott. in
October 2007, we modified our agreement with Abbott, and paid
this obligation in'cash, rather than in shares of our common stock.

Prior to the Abbott transaction closing, Boston Scientific and
Abbott entered transition services agreements under which {i} we

will provide or make available to the Guidant vascular and endo-
vascular solutions businesses acquired by Abbott those services,
rights, properties and assets of Guidant that were'not included in
the assets purchased by Abbott and that are reasonably required
by Abbott to enable them to conduct the- Guidant vascular and
andovascular solutions businesses substantially as conducted at
the time of the Abbott transaction closing; and (i} Abbott will
provide or make available to us those services, rights, propertiés
and assets reasonably required by Boston Scientific to enable it to
conduct the business conducted by Guidant, other than the
Guidant vascular and endovascular solutions businesses, in
substantially -the same manner as conducted as of the Abbott
transaction closing, to the extent those services, rights, proper-
ties and assets were included in the assets purchased by Abbott.
These transition services are available at prices based on costs
incurred in performing the services. Substantially all of these
transition services agreements expired during 2007.

Purchase Price
We have accounted for the acquisition of Guidant as a purchase

Jnder U.5. GAAP. Under the purchase method of accounting, we
recorded the assets and liabilities of Guidant as of the acquisition

date at their respective fair values, and consolidated them with
those of legacy Boston Scientific. The preparation of the valuation
required the use of significant assumptions and estimates. Critical
estimates included, but were not limited to, future expected cash
flows and the applicable discount rates as of the date of the
acquisition.

The purchase price is as-follows (in millions): .

Consideration to Guidant

Cash portion‘ of consideration ' ' ' 314527
Fair value of Boston Scientific commen stock 12,514
Fair value of Boston Scientific options exchanged for Guidant stock options 450
Buyout of options for certain former employess . , 97
) 21588

Other acquisition-related costs -
Johnson & Johnson termination fee N ' 705
Other direct acquisition costs - 63
$28,358
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The fair value of the Boston Scientific stock options exchanged
for Guidant options was included in the purchase price due to the
fact that the options were fully vested. We estimated the fair
value of thase options using a Black-Scholes option-pricing model.
We estimated the fair value of the stock options assuming no
expected dividends and the following weighted-average

assumptions:

Expected term (in years) 24
Expected volatility .. 0%
Risk free interest rata ' 487%
Stock price on date of grant $22.49
Weighted-average exercise price $13.11

Purchase.Price Allocation

The following summarizes the Guidant purchase price allocation
(in millions):

Cash $ 6,708
Intangible assets subject to amortization .19
Goodwill 12,570
(ther assets : 23715
Purchased resaarch and development 4169
Cument liabilities S
Net deferved incame taxes {2,432)
Exit and other costs {183)
Other long-tem liabilities : {701}
Deferred cost, ESQP 88

$28.353

Adjustments to the purchase price allocation in 2007 consisted
primarily of changes in our estimates for the costs associated
with product liability claims and litigation; adjustments in taxes
payable and deferred income taxes, including chahges in the
fiability for unrecognized tax benefits resulting from the adoption
of FASB Interpretation No. 48, Accounting for Uncertainty in
Income Taxes; as well as reductions in our estima_te for Guidant-
related exit costs, as described below. The deferred tax liabilities
relate primarily to the tax impact of future amortization associated
with the identified intangible assets acquired, which are not
deductible for tax purposes.

We allocated the purchase price to specific intangible asset
cateqories as follows:

Risk-Adjusted
Waighted | Discount
Average Rates used in
Amount Amortization Purchase
Assigned Poriod Price
tin millions) (in yoars) Allocation

Amortizable intangible assats ‘

, Technology—core $ 6,142 5 10%-16%
Technology—developed 885 6 1 10%
Customer relationships 588 15 T 10%-13%
COther 4 10 10%

$ 7719 bri
Purchased research and
"development $ 4189 13%-17%
Goodwill $12.570

We believe that the estimated intangible assets and purchased
research and development so determined represent the fair vaiue
at the date of acquisition and do not exceed the amount a third
party would pay for the assets. We used the income approach to
determina the fair value of the amortizable intangible assets and
purchased research and development. We valued and accounted
for the identified intangible assets and purchased rlesearch and
development in accordance with our policy as described in Note
A—Significant Accounting Policies.

The core technology consists of technical pracesses, intellectual
property, and institutional understanding with respect to products
or processes that were devaloped by Guidant and [that we will
leverage in future products or processes. Core tachnology repre-
sents know-how, patented and unpatented technology, testing
methodologies and hardware that will be carried forward from
one product generation to the next. Over 90 percentL of the value
.assigned to core technology is associated with Guidant’s CRM
products and includes battery and capacitor technology, lead
technology, software algorithms, and interfacing for shocking and
pacing. :

The'developed technology acquired from Guidant represents the
value associated with marketed products that had received FDA
approval as of the acduisition date. Guidant's marketed products
as of the a_cquisition date included: '

« Implantable cardioverter defibrillator (ICD} systems used to
detect and treat abnormally fast heart rhythms |(tachycardia)
that could result in sudden cardiac death, including implant-
able cardiac resynchronization therapy defibrillator (CRT-D)
systems used to treat heart failure; :
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= Implantable pacemaker systems used to manage slow or
irregular heart rhythms {bradycardia), including implantable
cardiac resynchronization therapy pacemaker {CRT-P) sys-
tems used to treat heart failure; and

- Cardiac surgery systems used to perform cardiac surgical
ablation, endoscopic vein harvesting and clampless beating-
heart bypass surgery.

The products marketed at the date of acquisition included prod-
ucts primarily within the Insignia®, Prizm, Vitality®, Contak TR®
and Contak Renewal® CRM product families, the VASOVIEW®
Endoscopic Vein Marvesting System, FLEX Microwave ‘Systems
and the ACROBAT® System. We sold the Cardiac Surgery busi-
ness we acquired with Guidant in a separate transaction in
2008. Refer to Note E—Assets Held for Sale for further
information. ' B

IS

Customer relationships represent the estimated fair value of the
non-contractual customer relationships Guidant had with physi-
cian customers as of the acquisition date. The primary physician
users of Guidant's largest selling products include electro-
physiologists, implanting cardiclogists, cardiovascular surgeons,
and cardiac surgeons. These relationships were valued separately
from goodwill as Guidant {i} had information about and had régular
contact with its physician customers and (i} the physician
customers had the ability to make direct contact with Guidant.
We used the income approach to estimate the fair.value of
customer relationships as of the acquisition date.

Various factors contributed to the establishment of goodwill,
including: the strategic benefit of -entering the CRM market and
diversifying our product portiolio; -the value of Guidant's highly
trained assembled workforce as of the acquisition date: the
expected revenue growth over time that is attributable to
expanded indications and increased market penetration from
future products and customers; the incremental value to our
existing Interventional Cardiology business from having two drug-
eluting stent platforms; and the synergies expected to result from
combining infrastructures, reducing combined operational spend
and prograrm reprioritization.

Pro Forma Results of OCperations

The following unaudited pro forma information presents a
summary of consolidated resuilts of our operations and Guidant's,
as if the acquisition, the Abbott transaction and the financing for
the acquisition had occurred at the beginning of each of the
pericds presented. We have adjusted the historical consolidated
financial information to give effect to pro forma events that are

(i) directly attributable to the acquisition and {ii) factually support-
able. We present the unaudited pro forma condensed
consolidated financial information for informational purposes only.
The pro forma information is not necessarily indicative of what
the financial position or results of operations actually would have
been had the acquisition, the sale of the Guidant vascular inter-
vention and endovascular solutions businesses to Abbott and the
financing transactions with Abbott and other lenders been com-
pleted at the beginning of each of the periods presented. Pro
forma adjustrments are tax-effected at our effective tax rate.

* Yoar Ended
December 31,
{unaudited)

in millions, except per share data 2006 2005
Net sales $8.,533 £8,739
Net loss {3.916} {4.287}
Net loss per share—basic : . $ (2.66} $ {2.92)
Net loss par share—assuming dilution $ {266} § (2.92)

The unaudited pro forma net loss for both periods presented
includes $480 million for the amortization of purchased intangible
assets, as well as the following non-recurring charges: purchased
research .and development of $4.169 billion; $267 million asso-
ciated with the step-up value of acquired inventory sold; a tax
charge for the drug-eluting stent license right obtained from
Abbott; and $95 million for the fair value adjustment related to the
sharing of proceeds featurs of the Abbott stock purchase. In
connection with the accounting for the acquisition of Guidant, we

" wrote. up inventory acquired from manufacturing cost to fair value.

Costs Associated with Exit Activities

Included in the final Guidant purchase price ailocation is $163
million associated with exit activities accrued pursuant to lssus
No. 95-3. As of the, acquisition date, management began to
assess and formulate plans to exit certain Guidant activities, As a
result ‘of these exit plans, we continue to make severance,
relocation and change-in-control payments. The majority of the
exit cost accrual relates to our first quarter 2007 reduction of the
acquired CRM waorkforce. The affected workforce included
primarily research and development employees, aithough
employees within sales and marketing and certain other functions
were also impacted. We also made sralter workforce reductions
internationally across mUItipIé functions in order to eliminate
duplicafe facilities and rationalize our distribution network in cer-
tain countries. During 2007, we reduced our estimate for Guidant-
related exit costs in accordance with Issue No. 953, At
December 31, 2007 we had remaining an accrual for $26 million
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in acquisition-related costs that includes approximately $17 million
for involuntary terminations, change-incontrcl payments,
relocation and related costs, and approximately $9 million of
estimated costs to cancel contractual commitments. We expect
that substantially all of the amounts accrued at December 31,
2007 will be paid within the next twelve months.

A roliforward of the components of our accrual for Guidant-related
exit and other costs is as follows:

Warkdorcs | Relocetion | Conmtractual

Reductions Costs Commitments | Total
Balance at January 1, zoﬁs
Purchase price adjustments $190 $15 $30 $235
Charges utilized {27) {5) {5) (37)
Balance at December 31, 2006 163 10 25 198
Purchase price adjustments [63) 2 0] (72}
Charges utilized (85) {6) L {100}
Balanca at December 31, 2007 $15 $2 $9 $ %
2005 Acquisitions

In March 2005, we acquired 100 percent of the fully diluted equity
of Advanced Stent Technologies, Inc. {AST) for approximately
3.6 million shares of our common stock, valued at approximately
$120 million on the date of acquisition, plus potential future
payments contingent upon certain regulatory and performance-
related milestones. AST is a developer of stent delivery systems
that are designed to address coronary anery diseass in bifurcated
vessels, The acquisition was intended to provide us with an
expanded stent technology and intellectual property portfolio. In
connection with our expenss and head count reduction plan
discussed in our Management's Discussion and Analysis included
in ltem 7 of this Form 10-K, during 2007, we decided to suspend
further significant funding of research and developrment asso-
ciated with this project and may or may not decide to pursue its
completion. As a result, we recorded a charge of $21 million to
amortization expense in 2007, related to the impairment of the
remaining AST intangible assets.

in April 2005, we acquired 100 parcent of the fully diluted equity
of Trivascular, Inc. for approximately $65 million, in addition to our
previous investments and notes issued of approximately
$45 million. TriVascular is a developer of medical devices and
procedures used for treating abdominal aortic aneurysms (AAA}.
The acquisition was intended to expand our vascular surgery
technology portfolio. During 2008, management cancelled, the
TriVascular AAA stent-graft program. The program cancellation
was due principally to forecasted increases in time and costs to

complete the development of the stent-graft and to receive regu-
latory approval. The cancellation of the TriVascular AAA program
resulted in the shutdown of our facility in Santa Rosa, California.
During 2006, we racorded charges to research and development
expenses of approximately $20 million associated primarily with
write-downs of fixed assets, and $10 million associated with
severance and related costs incurred in connection with the
cancellation of the program. In addition, we recorded an impair-
ment charge related to the remaining TriVascular intangible assets
and reversed our accrual for contingent payments recorded in the
initial purchase accounting. The effect of the write-off of these
assets and liabilities was a $23 million charge to jamortization
expense and a $67 million credit to purchased research and
davelopment during 20086.

in April 2065, we acquired 100 percant of the fully ‘iluted equity
of CryoVascular Systems, Inc. for approximately $50 million, in
addition to our previous investments of approximatelk( $10 miliion
and potential future earn-out payments continger';t upon Cry-
oVascular achieving certain performance related-milestones,
CryoVascular is a developer and manufacturer of a proprietary
angioplasty device to treat atherosclarotic disease ofjthe legs and
other peripheral arteries, which we previously distributed. The
acquisition was intended to expand our peripheral vascular tech-
nology portfolio.

In June 2005, we completed our acquisition of 100 percent of the
fulty dituted equity of Rubicon Medical Corporation for approx-
imately $70 rmillion, in addition to our previous investments of
approximately $20 million. We may also be requifed to make
earn-out payments in the future that are contingent upon Rubicon
achieving certain regulatory and performance related-milestones.
Rubicon is a developer of embolic protection filters for use in
interventional cardiovascular procedures. The acquisition was
intended to strengthen our leadership position in flnterventionai
cardiovascular procedures. In 2006, we wrote off $21 million of
the intangible assets to amortization expense ass!ociated with
developed technology obtained as part of the acquisition. The
write-off of the Rubicon developed technology res'ulted from a
management decision to redesign the first gene‘ration of the
technology and concentrate resources on the com:mercialization
of the second-generation product. ‘

Contingent Consideration

Certain of our business combinations involve the payment of
contingent consideration. Payment of the additional consideration
is generally contingent upon the acquired companies’ reaching
certain performance milestones, including attaining specified
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revenue levels, achieving product development targets or
obtaining regulatory approvals.

During 2007, we paid $248 million for acquisition-related pay-
ments associated primarily with Advanced Bionics, for which
approximately $220 million was accrued at December 31, 20086.
During 2006, we paid $397 million for acquisition-related pay-
ments associated primarily with Advanced Bionics, CryoVascular
and Smart Therapeutics, Inc. As of December 31, 2005, we had
accrued $268 million for acquisition-related payments. During
2005, we paid $33 million for acquisition-related payments asso-
ciated primarily with Cathster Innovations, Inc., Smart and
Embolic Protection, inc.

Certain of our acquisitions involve the paymeént of contingent
consideration, some of which are based on the acquired compa-
ny's revenue during the earn-out period. COnéequenﬂy, we
cannot currently determine the total’ payments; however, we
have developed an estimate of the maximum potential contingent
consideration for each of our acquisitions with an outstanding
earn-out obligation. In August 2007, we entered an agreement to
amend our 2004 merger agreement with the principal former
shareholders of Advanced Bionics Corporation. P'reviously, we
wers obligated to pay future consideration contingent primarily on
the achievernent of future performance milestones, with certain
milestones tied to profitability. We estimated that these pay-
ments could amount t0 as much as $2.0 billion through 2013. The
amended agreement provides a new schedule of consolidated,
fixed payments, consisting of $650 million that was paid upon
closing in January 2008, and $500 million payable in March 2009,
The fair value of these payments, determined to be $1.115 billion,
was accrued at December 31, 2007, $465 million of which is
classified as long-term. These payments will be the final pay-
ments made to Advanced Bionics. See Note E—Assets Held for
Sale for further discussion of the amendment. As of
December 31, 2007, the estimated maximum potential amount of
future contingent consideration {undiscounted} that we could be
required to make associated with our -other business combina-
tions, some of which may be payable in common stock, is
approximately $1.1 billion. The milestones associated with the
contingent consideration must be rgached in certain future
periods ranging from 2008 through 2022. The estimated cumu-
lative specified revenue level associated with these maximum
future contingent payments is approximately $3.4 billion,

Purchased Research and Development

in 2007, we recorded $85 miilion of purchased research and
development, including $75 million associated with our acquis-
ition of Reman, $13 million resulting from the application of equity
method accounting for one of our strategic investrents, and $12
million associated with payments made for certain early-stage
CRM technologies. Additionally, in June 2007, we terminated our
product development agreement with Aspect Medical Systems
relating to brain monitoring technology that Aspect has been
developing to aid the diagnosis and treatment of depression,
Alzheimer's disease and other neurological conditions. As a
result, we recognized a credit to purchased research and
development of approximately $15 milion during 2007,
representing future payments that we would have been obligated
to make prior to the termination of the agreement.

The $75 million of in-process research and development acquired
with Remon consists of a pressure-sensing system development
project, which will be combined with our existing CRM devices.
As of December 31, 2007, we estimate that the total cost to
complete the development project is between $75 million and $80
million. We expect to launch devices using pressure-sensing
technology in 2013 in Europe and certain other international coun-
tries, and in the U.S. in 2016, subject to reguiatory approval. We
expect material net cash inflows from such products to com-
mence in 2016, following the launch of this technology in the U.S.

in 2006, we recorded $4.119 billion of purchased research and
development, including a charge of apprOximatei\) $4.169 billion
associated with the in-process research and de\;elopment
obtained in conjunction with the Guidant acquisition; a credit of
$67 million resulting primarily from the reversal of accrued con-
tingent payments due to the cancellation of the TriVascular AAA
program; and an expense of $17 million resulting primarily from
the application of equity method accounting for our investment in
EndoTex.

The $4.169 bitllion of purchased research and development asso-
ciated with the Guidant acquisition consists primarily of
approximately $3.26 hillion for acquired CRM-rslated products and
$540 million for drug-eluting stent technology shared with Abbott.
The purchased research and development value associated with
the Guidant acquisition aiso includes $369 million that represents
the estimated fair vafue of the potential milestone payments of up
to $500 million that we may receive from Abbott upon its receipt
of regulatory approvals for certain products, We recorded the
amounts as purchased research and development at the acquis-
ition date because the receipt of the payments is dependent on
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future research and development activ'ity and regulatory approvals,
and the asset had no alternative future use as of the acquisition
dats. We will recognize the milestone payments, if received, as a
gain in our financial statements at the time of receipt.

The most significant purchased research and development proj-
ects acquired from Guidant include the next-generation CRM
pulse generator patform and rights to the everclimus-eluting
stent technology that we share with Abbott. The next-generation
pulse generator platform incorporates new components and
software while leveraging certain existing intellectual property,
technology, manufacturing know-how and institutional knowledge
of Guidant. Wetexpect to leverage this platform across all CRM
product families, including ICD systems, cardiac resynchronization
therapy {CRT) devices and pacemaker systemns, to treat electrical
dysfunction in the heart. The next-generation products using this
platform include the COGNIS™ CRT-D devics, the TELIGEN™ ICD
device and the INGENIO™ pacemaker system. During the first
quarter- of 2008, we received CE Mark approval for our, COGNIS
CRT-D device, which includes defibrillation capability, and the
TELIGEN ICD device, and expect a full European launch by the
end of the second quarter of 2008. We expect a U.S. launch
of the COGNIS and TELIGEN devices in the second half of 2008,
following regulatory approval. We expect to launch the INGENIO
device in both Furope and the U.S. in the second half of 2010. As
of December 31, 2007, we estimate that the total cost to com-
plete the COGNIS and TELIGEN technology is between $25
million and $35 million, and the cost to complete the INGENIO
technology is between $30 million and $35 million. We expect
material net cash inflows from the COGNIS and TELIGEN devices
to commence in the second half of 2008 and material net cash
inflows from the INGENIQ device to commence in the second
half of 2010, =

The $540 million attributable to the everolimus-sluting stent
technology represents the estimated fair value of the rights to
Guidant's everolimus-based drug-eluting stent technology we
share with Abbott. In December 20086, we launched the
PROMUS™ everalimus-eluting coronary stent system, which is a
private-labeted XIENCE™ V drug—elutihg stent systemn supplied to
us by Abbott, in certain European countries. In 2007, we
expanded our launch in Europe, as well as in key countries in
other regions. In June 2007, Abbott submitted the final module of
a pre-market approval (PMA) application to the FDA seeking
approval in the U.S. for both the XIENCE V and PROMUS stent
systems. In November 2007, the FDA advisofy panel reviewing
Abbott's PMA submission voted to recommend the stent sys-
tems for approval. Following FDA approval, which Abbott is

expsacting in the first half of 2008, we plan to! launch the
PROMUS stent system in the U.S. We expect to faunch an
internally  developed and manufactured next-generation
everolimus-based stent in Europe in late 2009 or earl\} 2010 and in
the U.S. in late 2012 or early 2013. We expect that{material net
cash inflows from our internally developed and manufactured
everalimus-based drug-eluting stent will commence in 2013,
following its approval in the U.S. As of December 31, 2007, we
estimate that the cost to complete our internally manufactured
next-genei’ation everolimus-eluting stent technology project is
between $200 million and $250 million.

In 2005, we recorded $276 million of purchased research and
development, consisting of $130 million relating to our acquisition
of Trivascular, $73 million relating to our acquisition|of AST, $45
million relating to our acquisition of Rubicon, and $3 million
relating to our acquisition of CryoVascular. In addition, we
recorded $25 million of purchased research and development in
conjunction with a product development agreement formed with
Aspect Medical Systems, one of our strategic partners, for new
brain monitoring technology that Aspect has been developing. in
2007, we terminated this agreement and recognized a credit of
$15 miltion to purchased research and development, jrepresenting
future payments that we would have been obligated to make
prior to the termination of the agreement.

The most significant 2005 purchased research and Fevelopment
projects included TriVascular's AAA stent-graft and AST's Petal™
bifurcation stent, which collectively represented 73 percent of our
2005 purchased research- and development. During 2006,
management cancelled the TriVascular AAA stent-graft program.
In addition, as previously noted, during 2007, we decided to
suspend further significant funding of research and development
associated with the Petal stent project and mayjor may not
decide to pursue its completion. In connection with|the cancella-
ticn of the TriVascular AAA prograrm, we recorded a $67 million
credit to purchased research &nd development in 2006,
representing the reversal of our accrual for contingent payments
recorded in the initial purchase accounting.
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Note D - Goodwill and Other Intangible Assets

The gross carrying amount of goodwill and intangible assets and
the related accumulated amortization for intangible assets subject
to amortization is as follows:

Az of Dacember 31, 2007 Ag of Dacembsr 31, 2006

Gross Gross
Canrying | Accumulated | Canying | Accumulated

{in millions) . Amoumt | Amortization | Amourt | Amortization
Amortizable intangible assets
Technology—core | $653 $ 52 $ 550 $ 264
Technology—developed 1096 815 1,116 390
Patents 579 257 562 243
Customer relationships 674 91 682 a
Other intangible assets 132 51 21 18

$ 9077 $1440 $ 9112 $1,057

Unamortizable intangible assets

Goodwill $15,103 $13.99%6
Technology-—core 327 3
$15430 $14203

Our core technology that is not subject to amortization represents
technical processes, intellectual property andfor institutional
understanding acquired through business combinations that is
fundamental to the on-going operations of our business and has
no limit to its useful life. Qur core technology that is not subject
to amortization is comprised primarily of certain purchased stent
and balloon technology, which is foundational to our continuing
operations within the interventional cardiology market and other
markets within interventional medicine. We amortize all other
core technology over its estimated useful life.

Estimated amortization expense for each of the five succeeding
fiscal years based upon our intangible asset portfolio at
December 31, 2007 is as follows:

Estimated Amortization Expense
Fiscal Year _{inmillions}
2008 $530
2009 509
2010 494
M 400
2012 357

Goodwill as of December 31 as allocated to our reportable
segments is presented below. During 2007, we reorganized our
international business, and therefore, revised our reportable
segments to reflect the way we currently manage and view our

business. Refer to Note P—Segment Reporting for more
information on our reporting structure and segment results. We
have reclassified previously reported 2006 and 2005 goodwill
balances and activity by segment to be consistent with the 2007

‘presentation.
United Asia Inter-

{in mikiions) States | Europe | Pacific | Continental | Tatal
Balance as of December 11,2005 | $ 1613 | $ 182 [ § 97 $46 $ 1933
Purthasa price adjustments {4 {4
Goodwill acquired 71642 | 3626 674 412 12,354
Contingent consideration 278 39 13 10 340
Balance as of Decomber 31,2006 | § 9529 | $3847 | $784 $268 $14528
Purchase price adjustments mn 53 8 4 142
Goodwill acquired k) 8 5 4 52
Contingent cansideration 924 130 53 3 1,146
Goodwill written-off {478} {83} (18) (131 {552)
Balance as of December 31, 2007 | $10,006 | $3.996 | $832 $502 $15416

The 2007 purchase price adjustments related primarily to changes
in our estimates for the costs associated with Guidant product
liability claims and litigation; adjustments in taxes payable and
deferred income taxes, 'including changes in the liability for
unrecognized tax benefits resulting from the adoption of FASB
Interpretation No. 4B, Accounting for Uncertainty in Income
Taxes; as well as reductions in our estimate for Guidant-related
exit costs. The 2006 purchase price adjustments relate primarily
to adjustments to reflect properly the fair value of deferred tax
assets and ligbilities acquired in connection with 2006 and prior
year acquisitions.

During 2007, we determined that certain of our businesses were
no longer strategic to our on-going operations. Therefore, we ini-
tiated processes to sell these businesses in 2007, and completed
their sale in the first quarter of 2008. During 2007, in conjunction
with the anticipated sales of our Auditory, Cardiac Surgery and
Vascular Surgery businesses, we recorded $552 million of good-
will write-downs in accordance with FASB Statement No. 142,
Goodwill and Other Intangible Assets, and FASB Statement
No. 144, Accounting for the impairment or Disposal of Long-lived
Assets. In addition, in accordance with Statement No. 144, we
present separately the assets of the disposal groups, including the
related goodwill, as 'assets held for sale’ within our consolidated
balance sheets. Refer to Note E—Assets Held for Sale for more
information regarding these transactions, and for the major classes
of assets, including gcodwill, classified as held for sale. The
following table reconciles the goodwill rollforward above to the
goodwill as presented in our consolidated balance sheets:;

— 77—

BOSTON SCIENTIFIC AND SUBSIDIARIES




PART Il l

United Asia later-
{in milligns) States | Europe | Pacific | Continental | Total
Decembor 31, 2006 balance—
above table $ 9529 | $3847 | $784 $468 $14,628
Less: Balance included in assets held
for sale 602 13 1 5 632

December 31, 2006 balance—
consolidated balance sheets $ 8927 | $389 | §T17 $463 $13,99%6

December 31, 2007 balance—

abovs table 410,086 | $3.996 | $832 |  $502 $15,416
Less: Balance included in assets held
for sale 31 1 1 3

Dacember 31, 2007 halance—
cansolidated balance sheets $ 9,715 | $3.995 | $832 $S01 - | $15.108

Note E - Asséts Held for Sale

During 2007, we determined that our Auditory, Cardiac Surgery,
Vascular Surgery, Fluid Management and Venous Access busi-
nesses were no longer strategic to our ongoing operations.
Therefore, we initiated the process to sell these businesses in
2007, and completed their sale in the first quarter of 2008. The
sale of these disposal groups will help allow us to focus on our
core businesses and priorities. Management committed to a plan
to sell each of these businesses in 2007 and, pursuant to State-
ment No. 144, we adjusted the carrying value of the disposal
groups to their fair value, less cost to sell {if lower than the
carrying valus), and have presented separately the assets of the
disposal groups as ‘assets held for sale” and the liabilities of the
disposal groups as 'liabilities associated with assets held for sale’
in our consolidated balance sheets. Each transaction is discussed
below in further detail.

Auditory

In August 2007, we entered an agreement to amend our 2004
merger agreement with the principal former shareholders of
Advanced Bionics Corporation. The acguisition of Advanced
Bionics included patential earnout payments that were contingent
primarily on the achievement of future performance milestones,
with certain milestones tied to profitability. The amended agree-
ment provides for a new schedule of consolidated, fixed
payments to former Advanced Bionics shareholders, consisting of
$650 million that was paid upon closing in January 2008, and
$500 million payable in March 2008. These payments will be the
final payments made to Advanced Bionics. The former share-
holders of Advanced Bionics approveél the amended mearger
agresment in September 2007, Following the approval by the
former shareholders, we accrued the fair value of these payments
in accordance with Statement No. 141, as the payment of this
consideration was determinable beyond a reasonable doubt. The

fair value of these payments, determined to be $1.115 billion,
was recorded as an increase to goodwill.

tn conjunction with the amended merger agreement, we entered
a definitive agreement to sell a controlling interest in/ our Auditory
business and drug pump development program, alcquired with
Advanced Bionics in 2004, to entities affiliated with|the principal
former shareholders of Advanced Bionics for an aggregate pur-
chase price of $150 million. The sale, consummated in January
2008, will help aliow us to better focus on the retained Pain
Management business and emerging indications program
acquired with Advanced Bionics. To adjust the carrying value of
the disposal group to its fair value, less costs to sell; we recorded
a loss of approximately $367 million in 2007,| representing
primarily a write-down of goodwill. Under the terms of the
agresment, we will retain a twelve percent interest! in the limited
liability companies formed for purposes of operating the Auditory
business and drug pump development program. {n accordance
with EITF lssue No. 03-18, Accounting for Investments in Limited
Liability Companies, we.will account for these investments using
the equity method of accounting.

Cardiac Surgery and Vascular Surgery

In January 2008, we complated the joint sale <|Lf our Cardiac
Surgery and Vascular Surgery businesses to the Getinge Group
for a cash price of $750 million, before adjustment for certain
working capital items. To adjust the carrying value, of the Cardiac
Surgery and Vascular Surgery disposal group to its;fair value, less
costs to sell, we recorded a loss of approximately [$193 million in
2007, representing primarily the write-down of gaodwill. In addi-
tion, we expect to record a tax expense of approximately $50
million in the first quarter of 2008 in connection with the closing
of the transaction. We acquired the Cardiac Surgiery business in
April 2006 as part of the Guidarit transaction (refer to Note C—
Acquisitions) and acquired the Vascular Surgery business in 1995,

Fluid Management and Venous Access

In February 2008, we completed the sale of our Fluid Manage-
ment and Venous Access businesses to Avista Capital Partners
for a cash price of $425 million. We expect to fecord a pre-tax
gain of approximately $230 million during the firstiquarter of 2008
associated with this transaction. We have not adjusted the
carrying valug of the Fluid Management and Venous Access
disposal group as of December 31, 2007 because the fair value of
the disposal group, less costs to sell, exceeds its carrying value,
Woe acquired the Fluid Management business! as part of our
acquisition of Schneider Worldwide in 1988. The Venous Access
business was previously a component of our Oncology business.
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The combined assets held for sale and liabilities associated with
the assets held for sale included in the accompanying con-
solidated balance sheets attributable to-these disposal groups
consist of the following:

As of December 31,
{in millions) 2007 2006
Trade accounts seceivable, net $ 4 $ 3%
Imventaries I 65
Prepaid expenses and other current assets -3 3
Praperty, plant and equipment, net 87 82
Goodwill M €32
Other intangible assets, net 581 626
Other long-term assets - 3 3
Assets held for sale $1.093 $1,447
Accounts payable and accrued expenses L I $ 47
Other current liabilities 6 4
Other non-current liabilities 1 ©
Liabilitias associated with assets held for sale $ 38 $ 52

The tangible assets and liabilities presented in the table above are
primarily U.S. assets and liabilities and are included in our United
States reportable segment. The December 31, 2006 balances
presented are for comparative purposes and were not classified
as held for sale at that date. : ;

The combined 2007 revenues associated with the disposal
groups ware $553 million, or seven percent of our net sales.

Note F - Investments and Notes Receivable

We have historically entered a significant number of alliances
with publicly traded and privately held entities in order to broaden
our product technology portfolic and to strengthen and expand
our reach into existing and new markets. During the second
quarter of 2007, we announced our decision to monetize the
majority of our investment portfolio in order to eliminate invest-
ments determined to be non-strategic. During 2007, we received
$200 million of proceeds from sales of available-for-sale securities
and recognized associated gross gains of $41 million and gross
losses of $2 million. We received approximately $19 million of
proceeds from sales of privately held investments and other cash
distributions, and recognized net gains on sales of privately held
investments of $10 million. We intend to monetize the rest of our
non-strategic portfolio investments over the next several quarters.
In addition, during 2007, we received proceeds of approximatsly
$24 million and recognized a gain of $14 million associated with
the collection of a note receivabie from one of our privately held
investees, which had been written down in a prior year.

We regularly review our investments for impairment indicators.
Based on this review, we recorded other-than-temporary impair-
ments in 2007 of approximatsly $65 million associated with our
privately held investments, and $44 million associated with our
publicly traded investments. We recorded other-than-temporary
impairments of $78 million in 2008 related primarily to techno-
logical delays and financial deterioration of certain of our
investments in vascular sealing and gene therapy portfolio
companias. We recorded other-than-temporary impairments of
$10 million in 2005 associated with certain cost method invest-
ments. In addition, during 2005, we wrote-off our $24 million
investment in Medinol, Ltd. We canceled our equity investment in
conjunction with the litigation settiement with Medinol. The write-
down of the Medinal investment is included in litigation-related
charges in our consolidated statements of operations.

Many of our alliances involve squity investments in privataly held
equity securities or investments where an observable quoted
market value does not exist. Many of these companies are in the
developmental stage and have not yet commenced thsir principal
operations. Our exposure to losses related to our alliances is
generally limited to our equity investments and notes receivable
associated with these alliances. Our equity investments in alli-
ances consist of the following:

As of December 31,
lin millions) 2007 2006
Available-far-sale investments
Carrying value $18 $120
Gross unrealized gains 26 36
(31055 unrealized losses {10}
Fair value a4 146
Equity method investments
Carrying value 60 95
Cost method investments
Carrying valug 213 355
337 $596

As of December 31, 2007, we held $60 million of investments
that we accounted for under the equity method. Our ownership
percentages in these entities ranges from approximately seven
parcent to 41 percent. Our share of net earnings and losses of
our equity method investees in 2007 was less than $1 million in
the aggregate. As of December 31, 2007, all of our equity method
investments were with privately-held entities. The aggregate
difference between the carrying value of the investments and the
value of our share in the net assets of the investee at the time
that we determined that the investments qualified for equity
method accounting was approximately $29 million. This differ-
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ence was attributable primarily to goodwill, which is not being
amortized, and purchased research and development, which we
wrote off at the time of application of the equity method of

+

accounting.

As of December 31, 2006, we held $95 million of investments
that we accounted for under the equity method. Our ownership
percentages in these entities ranged from approximately
21 percent to 28 parcent. The aggregate value of our equity
method investments for which a quoted market price was avail-
able was approximately $126 million, for which the associated
carrying value was approximately $77 million.

We had notes receivable of approximately $61 million at
December 31, 2007 and $113 million at December 31, 2006 due
from publicly traded and privately held entities. We recorded
write-downs of notes receivable of $13 million in 2007, related
primarily to the financial deterioration of certain of our privately
held portfolio companies. We recorded write-downs of notes
receivable of $39 million in 20086, related primarily to technological
delays and financial deterioration of certain of our vascular sealing
and gene therapy portfolic companies, and $4 million in 2005.

Note G - Restructuring Activities

in October 2007, our Board of Directors approved, and we
committed to, an expense and head count reduction plan, which
will result in the elimination of approximately 2,300 positions
worldwide. We are providing affected employees with severance
packages, outplacement services and other appropriate assis-
tance and support. As of December 31, 2007, we had completed
more than half of the anticipated head count reductions. The plan

is intended to bring expenses in line with revenues as part of our
initiatives to enhance short- and long-term shareholder value, Key
activities under the plan include the restructurin!; of several
business units and product franchises in orderr!eto leverage
resources, strengthen competitive positions, and create a more
simplified and efficient business model; the elimina{ion, suspen-
sion or reduction of spending on certain research and
development (R&D) projects; and the transfer of|certain pro-
duction lines from one facility to another. We initiated these
activities in the fourth quarter of 2007 and expect to be sub-
stantially completed worldwide by the end of 2008.

We expect that the execution of this plan will relsult in total
pre-tax costs of approximately $425 million to $4b0 million. We
expect that the plan will result in total cash outlays
of approximately $400 million to $425 million. The following table
provides a summary of our estimates of total costs associated
with the plan by major type of cost:

Tatal emoutt expactsd to
be incurred

Terminatign benefits $260 million |to $270 million
Retention incentives $ 60 million to $65 million
Asset writa-offs and accelerated depreciation $ 45 million to $50 million
Other® ¢ $ 60 millio:l 1a.$65 million

Type of cost

* Other costs consist primarity ;)f costs to transfer product lines fromn one facility to

another and consultant fees.
In 2007, we incurred total restructuring costs of $205 million. The
following presents these costs by major type and line item within
our consolidated statements of operations:

Intangible Fixed
Termination | Retention Asset Asset Accelerated
{in mitfions) Benefits Incentives | Write-offs | Write-cffs | Depreciation | Dther Total
Cost of goods sold $1 $1 $ 2
Selling, general and administrative expenses 2 2 4
Research and development expenses 2 2
Amartization expense $21 2
Restructuring charges $158 $9 $10 176
$158 % il 58 $3 $10 $205

The termination benefits recorded during 2007 represent primarily
amounts incurred pursuant to our on-going benefit arrangements,
and have been recorded pursuant to FASB Statement No. 112,
Emplover’s Accounting for Postemployment Benefits. We expect
to record the remaining termination benefits in 2008 when we
identify with more specificity the job classifications, functions and
locations of the remaining head count to be eliminated. The asset

write-offs relate to intangible assets and property, plant and
equipment that are not recoverabla following our} decision in
October 2007 to (i} commit to the expense and workforce reduc-
tion plan, including the elimination, suspension or reduction of
spending on certain R&D projects, and {i)) restructure several
businesses. The retention incentives represent cash incentives
that are being recorded over the future service period during
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which eligible employees must remain employed with us to retain
the payment. The cther restructuring costs are being recognized
and measured at their fair value in the period in which the liability
is incurred in accordangce with FASB Statement No. 146,
Accounting for Costs Associated with Exit or Disposal Activities.

Charges associated with restructuring activities are excluded from
the determination of segment.income, as they do not reflect
expected on-going future operating expenses and are not consid-
ered by management when assessing operating performance.

The following is a rollforward of the liabilities associated with our
2007 restructuring initiatives, which are reported as a component
of accrued expenses included in our consolidated balance sheets.

Temmination
{in mitlions} Bensfits Other Total
Balance at Janvary 1, 2007
Charges $158 $10 $168
Cash payments {23) 18) {31
Balance at Dacember 31, 2007 ‘ ‘ $135 $2 $137

.

Note H - Borrowings and Credit Arrangements

We had total debt of $8.189 billion at December 31, 2007 at an
average interest rate of 6.36 percent, as compared to total debt of
$8.902 billion at December 31, 2006 at an average interest rate of
6.03 percent. Qur borrowings consist of the following:

As of Doacember 31,
{in millions| . 2007 2006
Current dabt obligations . '
Credit and security facility ) $ 250
Other 6 $ 7
256 7
Long-term debt obligations
Term loan 4000 5,000
Apbott loan 900 900
Senior notes 3,050 3,050
Fair value adjustment * (7 (1
Discounts (34) (52}
Capital leases 28 1
Other B 7
7,933 8,895
$8,189 $8,902

* Represents unamortized iosses related to interest rate swaps used 1o hedga the
fair value of certain of our senior notas. See Nots I—Financial Instruments for
further discussion regarding the accounting treatment of our interest rate swaps.

The debt maturity schedule for the significant components of our
debt obligations as of Decermber 31, 2007 is as follows:

{in millions} 2008 | 2009 | 2010 201 | 212 | Therealter | Total
Temloan $300 | $1.700 | $2.000 $4,000
Abbottloan 900 " 900
Senior notes 850 $2,200 3050
Credit and security facility $250 250

$250 | $300 ] $1,700 [ $3,750 $2,200 | $8,200

In Aprif 2006, to finance the cash portion of the Guidant acquis-
ition, we borrowed $6.8 billion, consisting of a $5.0 billion five-
year term loan and a $700 million 364-day interim credit facility
loan from a syndicate of commercial and investment banks, as
well as a $300 million subordinated loan from Abbott. In addition;
we terminated our existing revolving credit facilities and estab-
lished a new $2.0 billion revolving credit facility.

In May 2008, we repaid and terminated the $700 million 364-day
interim credit facility loan and terminated the credit facility. Addi-
tionally, in June 2006, under our shelf registration previousiy filed
with the SEC, we issued $1.2 billion of publicly registered senior
notes. Refer to the Senior Notes section below for the terms of
this issuance.

Term Loan and Revolving Credit Facility

In April 2008, we terminated our existing revolving cradit facilities
and established a new $2.0 billion, five-year revolving credit
facility. Use of the borrowings in unrestricted and the borrowings
are unsecured. There were no amounis borrowed under this
facility as of December 31, 2007 and 2006.

The term loan and revolving credit facility bear interest at LIBOR
plus an interest margin of 1.00 percent. The interest margin is -
based on the highest two out of three of our long-term, senior
unsecured, corporate credit ratings from Fitch Ratings, Moody's
Investor Service, inc. and Standard & Poor's Rating Services
(S&P). As of Dacember 31, 2007, our credit ratings S&P and Fitch
were BB+, and our credit rating from Moody's was Bal. All of
these are below investment grade ratings and the outlook by all
three rating agencies is currently negative. Credit rating changes
may, impact our borrewing cost, but do not require the repayment
of borrowings, These credit rating changes have not materially
increased the cost of our existing borrowings.

We are permitted to prepay the term loan prior to maturity with
no penalty or premium. In the third quarter of 2007, we prepaid
$1.0 billion of our five-year term loan, using $750 million of cash
on hand and $250 million in borrowings against our credit facility
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secured by our U.S. trade receivables {refer to Credit Facilities
section for more information on this facility). In addition, in Jan-
uary 2008, following the closing of the sale of, and receipt of
proceads for, three of our businesses, we made an additional
payment of $200 million, reducing the April 2008 maturity shown
in the table above.

Abbott Loan

The $900 million loan from Abbott bears interest at a fixed 4.0
percent rate, payable semi-annually. The loan is subordinated to
our senior, unsecured, subsidiary indebtedness. We are permitted
to prepay the Abbott loan prior to maturity with no penalty.or

premium. We determined that an appropriate fair market interest.

rate on the loan from Abbott was 5.25 percent per annum. We
recorded the loan at a discount of approximately $50 million at the
incaption of the loan and will record interest at an imputed rate of
5.25 percent over the term of the loan.

Other Credir Facilities

We maintain a $350 million credit and security facility secured by
our U.S. trade receivables. Use of the borrowings is unrestricted.
Borrowing availability under this facility changes based upon the
amount of eligible receivables, concentration of eligible receiv-
ables and other factors. Certain significant changes in the quality
of our receivables may require us to repay borrowings immedi-
ately under the facility. The credit agreement required us to
create a wholly owned entity, which we consolidate. This entity
purchases our U.S. trade accounts receivable and then borrows
from two third-party financial institutions using these receivables
as callateral. The receivables and related borrowings remain on
our consolidated balance sheets because we have the right to
prepay any borrowings and effectively retain control over the
receivables. Accordingly, pledged receivables are included as
trade accounts receivable, net, while the corresponding borrow-
ings are included as dabt on our consclidated balance sheets. In
the third guarter of 2007, we extended this facility through
August 2008. There was $250 million in borrowings outstanding
under this facility at December 31, 2007 and no amounts out-
standing at December 31, 2006.

Further, we have uncommitted credit facilities with two commer-
cial Japanase banks that provide for borrowings and promissory
notes discounting of up to 15 billion Japanese yen (translated to
approximatsly $133 million at December 31, 2007 and $127 mil-
lion at December 31, 2006). We discounted $109 million of notes
receivable as of December 31, 2007 at an average interest rate of

1.15 percent, and $103 million as of Decemnber 31, 2006 at an
average interest rate of 0.75 percent. Discounted notes receiv-
able are excluded from accounts receivable in the accompanying
consolidated balance sheets.

At December 31, 2007, we had outstanding letters olf credit and
bank guarantees of approximately $110 million, which consisted
primarily of financial lines of credit provided by|banks and
coitateral for workers' compensation programs. We |enter thase
letters of credit and bank guarantess in the normal course of
business. As of December 31, 2007 and 2006, benalficiaries had
not drawn any amounts on the letters of E:redit or gujarantees. At
this time, we do not believe we will be required to tund or draw
any amounts from the guarantess or letters of credit and, accord-
ingly, we have not recognized a related liability in jour financial
staternents as of December 31, 2007 or 2006.

Senior Notes

We had senior notes of $3.050 billion outstanding at
December 31, 2007 and 2008. Thes2 notes are publicly registered
securities, are redeemable prior to maturity and are not subject to
any sinking fund, requirements. Qur senior notes arle unsecured,
unsubordinated obligations and rank on a parity with each other.
These notes are effectively junior to borrowings under our credit
and security facility and liabilities of our subsidiaries, including our
term loan and the Abbott loan. Our senior notes r’,onsist of the

following:
t Amount Issuaice Semi-annual
{in millions) Date Maturity Dsts | Coupon Rate
January 2011 Notes $ 0 November 2004 | January 201 4250%
June 2011 Notes 600 June 2008 June 2011 6.000%
Jung 2014 Notes 600 June 2004 June 2014 5.450%
November 2015 Notes 400 Novembar 2005 | November 20'1 5 5.500%
Juna 2016 Notes 600 June 2006 June 201[5| 6.400%
January 2017 Notes 250 November 2004 | January 20i7 5.125%
November 2035 Notes 350 Novemter 2005 { Novermnber 2035 6.250%
$3.050

In Aprii 2006, we increased the interest rate payable on our
November 2015 Notes and November 2035 Nottlas by 0.75 per-
cent in connection with credit ratings changes as!a result of the
Guidant acquisition. Rating changes throughout 2007 had no
additional impact on the interest rates associated jwith our senior
notes. Subsequent rating improvements may result in a decrease
in the adjusted interest rate to the extent that our lowest credit
rating is above BBB- or Baa3. These interest rates will be perma-
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nently reinstated to the issuance rate when the lowest credit
ratings assigned to these senior notes is either A- or A3 or higher.

Debt Covenants

Our term loan and revolving credit facility agreement requires that
we maintain certain financial covenants. During 2007, we
amended certain terms contained in this agreement. Amaong
other itemns, the amendment extends a step-down in the max-
imum permitted ratio of debt to consolidated EBITDA, as defined
by the agreement, as follows:

From: To:

4.5 times to 3.5 times on March 31, 2008 4.5 times to 4.0 times on March 31, 2008, and
4,0 times to 3.5 times on September 30, 2009

The amendment also provides for an exclusion from
the calculation of consolidated EBITDA, as defined by the agree-
ment, of up to $300 million of restructuring charges incurred
through June 30, 2009 and up to $500 million of litigation and
settlement expenses incurred (net of any litigation or settlement
income received) in any consecutive four fiscal quarters, not to
exceed $1.0 bilion in the aggregate, through June 30, 2009.
Other than the amended exclusions from the calfculation of con-
solidated EBITDA, there was no change ' our minimum required
ratio of consolidated EBITDA, as defined by the agreement, to
interest expense of greater than or equal to 3.0 to 1.0. As of
December 31, 2007, we were in compliance with the required
covenants. Exiting 2007, our ratio of debt to consolidated EBITDA
was approximately 3.6 to 1.0 and our ratio of consolidated
EBITDA to interest expense was approximately 4.0 to 1.0. Our
inability to maintain these covenants could require us 1o seek to
further renegotiate the terms of our credit facilities or seek
waivers from compliance with these covenants, both of which
could result in additional borrowing costs. ‘

Note I - Financial Instruments

The carrying amounts and fair values of our financial instruments
are as follows:

As of December 31, 2007 As of December 31, 2006
Carrying Fair Carrying Fair

{in miilions} Amoumt Value Amount Valus
Assots

Currency exchange contracts $ 19 £ 19 $ N $ N
Lisbilities o
Lang-term debt $7.933 $7.603 $8,895 $8.862
Cuency exchange contracts’ 118 118 77 27
Interest rate swap contracts 17 17 11 11

Considerable judgment is required in interpreting market data to
develop estimates of fair value. Estimates presented herein are
not necessarily indicative of the amounts that we could realize in
a current market exchange due to changes in market rates since
December 21, 2007.

Derivative Instruments and Hedging Activities

We develop, manufacture and sell medical devices globally and
our earnings and cash flows are exposed to market. risk from
changes in currency exchange rates and interest rates. We
address these risks through a risk management brogram that
includes the use of derivative financial instruments. We operate
the program pursuant to documented corporate risk management
policies. We do not enter into derivative transactions for spec-
ulative purposes.

We estimate the fair value of derivative financial instruments
based on the amount that we would Teceive or pay 1o terminate
the agreements at the reporting date. We had currency derivative
instruments cutstanding in the contract amounts of $4.135 billion
at December 31, 2007 and $3.413 bilfion at December 31, 20086.
In addition, we had interest rate derivative instruments out-
standing in the notional amount of $1.5 hillion at December 31,
2007, and $2.0 billion at December 31, 2006.

Currency Transaction Hedging

We manage our currency transaction exposures on a consolidated
basis to take advantage of offsetting transactions. We use foreign
currency denominated borrowings and currency forward contracts
to manage the majority of the remaining transaction exposure.
These currency forward contracts are not designated as cash
flow, fair value or net investment hedges under Statement
No. 133; are marked-to-market with changes in fair value
recorded to earnings; and are entered into for periods consistent
with currency transaction exposures, generally one to six months.
These derivative instruments do not subject our earnings or cash
flows to material risk since gains and losses on these derivatives
generally offset losses and gains on the assets and labilities
being hedged. Changes in currency exchange rates related to any
unhedged transactions may impact our earnings and cash flows,

Currency Translation Hedging

We use currency forward and option contracts to reduce the risk
that our earnings and cash flows, associated with forecasted
foreign currency denominated intercompany and third-party trans-
actions, will be affected by currency exchange rate changes.
These contracts are designated as foreign currency cash flow
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hedges under Statement No. 133. We record the effective portion
of any change in the fair value of the foreign currency cash flow
hedges in other comprehensive indome (loss)* until the related
third-party transaction oceurs. Once the related thii‘d-party trans-
action occurs, we reclassify the effective portion of any related
gain or loss on the foreign currency cash flow hedge from other
comprehensive income (loss) to earnihés. “In the event the
hedged forecasted transaction does not occur, or it becomes
probable that it will not occur, we would reclassify the effective
portion of any gain or loss on the related cash flow hedge from
other comprehensive income (loss} to earnings at that time. Gains
and losses from hedge ineffectiveness were immaterial in 2007,
2006 and 2006. We recognized in earnings net gains of $20 mil-
lion during 2007, $38 million during 2008, and a net loss of
$12 million during 2005 on currency derivative instruments. All
cash flow hedges outstanding at December 31, 2007 mature
within 36 months. As of December 31, 2007, $58 million of
unrealized net losses are recorded in accumulated other compre-
hensive loss, net of tax, to recognize the effective portion of the
fair value of any currency derivative instruments that are, or
previously were, designated as foreign currency cash flow
hedges, as compared to $28 million of net gains at Decermber 31,
2006. At Decernber 31, 2007, $33 million of net losses, net of tax,
may be reclassified to earnings within the next twelve
months. The success of the hedging program depends, in part, on
forecasts of transaction activity in various currencies (primarily
Japanese yen, Euro, British pound sterling, Australian dollar and
Canadian dollar). We may experience unanticipated currency
exchange gains or losses to the extent that there are differences
between forecasted and actual activity during periods of currency
volatility. Changes in currency exchange rates related to any
unhedged transactions may impact our earnings and cash flows.

Interest Rate Hedging

We use interest rate derivative instruments to manage our
exposure to interest rate movements and to reduce borrowing
costs by cohverting floating-rate debt into fixed-rate debt or fixed-
rate debt into floating-rate debt. We designate these derivative
instruments either as fair value or cash flow hedges under State-
ment No. 133. We record changes in the fair value of fair value
hedges in other income (expense), which is offset by ‘changes in
the fair value of the hedged debt cobligation to the extent the
hedge is effective. Interest expense includes interest payments
made or received under interest rate derivative instruments. We
racord the effective portion of any change in the fair value of cash
flow hedges as other comprehensive income {loss), net of tax,

and reclassify the gains or losses to interest expense during the
hedged interest payment pericd.

Prior to 2008, we entered into fixed-to-floating interest rate swaps
indexed to six-month LIBOR to hedge against potential changes
in the fair value of certain of our senior notes. Wb designated
these interest rate swaps as fair value hedges under Statement
Ne. 133 with changes in fair value racorded to earni ';gs offset by
changes in the fair value of our hedged senior notes. We termi-
nated these hedges during 2006 and realized a net loss of $14

million, which we recorded to the carrying amount
our senior notes. As of December 31, 2007, the car
of certain of our senior notes included $4 million of
gains and’ $13 million of unamortized losses, as

of certain of
rying armount
unamortized
compared to

$4 million of unamortized gains and $16 million of; unamortized
losses at December 31, 2006.

During 2005 and 2006, we entered floating-to-fixed treasury locks
to hedge potential changes in future cash flows of ¢ertain senior
note issQarces. The objective of these hedges was to reduce
potential variability of interest payments on the forecasted senior
notes issuance. We designated these treasury Iocks|as cash flow
hedges under Statement No. 133. Upon términlLtion of the
treasury locks in 2008, .we realized net gains of $21 million. At
December 31, 2007, we had $10 million of unamortized gain, net
of tax, recorded in accumulated other comprehensive incoms,
which we are amortizing into earnings over the life of the hedged
debt. At December 31, 2006, we had $11 million ofl unamortized
gain, net of tax, recorded in accumulated other caomprehensive
income. Amounts recorded for ineifectiveness related to these
treasury locks were immaterial in 2007 and 2006.

During 2006, we entered floating-to-fixed interest rate swaps
indexed to three-month LIBOR to hedge againstvariability in
intarest payments on $2.0 billion of our LIBOR-indelxed floating-
rate loans. Thres-month LIBOR approximated 4.70 percent at
December 31, 2007 and 5.36 percent at December 31, 2006.
These interest rate swaps reduce by $250 million qu!arterh/ begin-
ning’ in September 2007 and ending in June 2009. As of
December 31, 2007, we had interest rate derivativa instruments
outstanding in the notional amount of $1.5 billion. We designated
theseﬂintérest rate swaps as cash flow hedges under Statement
No. 133, and record fiuctuations in the fair value of these
derivative instruments as unrealized gains or losses in other
comprehensive income {loss), net of tax, until the hedged cash
How oceurs. At December 31, 2007, we recorded a net unrealized
loss of $11 million, net of tax, in accumulated other compre-
'hensiva loss to recognize the fair value of these |interest rate
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derivative instruments, as compared to $7 million of net unreal-
ized losses at December 31, 2006.

We recognized $2 million of net losses in earnings related to all
current and prior interest rate derivative contracts in 2007 as
compared to net gains of $2 million in 2006 and $9 million in
2005. At December 31, 2007, $3 million of net losses may be
reclassified to earnings within the next twelve months.

Note J - Leases

Rent expense amounted to $72 million in 2007, $80 miilion in
2006, and $63 million in 2005.

Future minimum rental commitments at December 31, 2007
under noncancelable operating lease agreements are as follows
{in millions):

2008 §64
2009 49
2010 37
0m - 24
2012 17
Thereafter "4

$280

In 2005, we entered a lease agreement with an entity affiliated
with a former co-chief executive officer of our Neuromodulation
operations to construct a new manufacturing facility for that
‘business. Under the amended Advanced Bionics merger agree-
ment discussed in Note E-—Assets Held for Sale, we will retain
the leased facility for use in cur Pain Management business. We
were reimbursed for the first $12 million in construction costs and
ware responsible for all additional costs to complete and prepare
the facility for oécupancy. We incurred related costs of $9 million
in 2007 and $34 million in 2006. Future lease payments over the
remaining 13-year lease term included in the table above are
approximately $39 million. In accordance with EITF Issue
No. 97-10, The Effect of Lessee involvement in Asset Con-
struction, we have capitallized‘ approximately $14 million,
representing the vaiue of the underlying land, in our consolidated
halance sheets at December 31, 2007.

Future minimum rental commitments at December 31, 2007
under noncancelable capital lease agreements are as follows (in
millicns).

2008 . $5
2009
2010
1 3
2012 . ’ 3
Thereafter 4
) 65
tess: portion representing interest {31}
e $34

The majority of our capital lease obligations reported above relate
to a new manufacturing facility we are building in Costa Rica. We
have an option to purchase this property one year following the
commencement of the lease term in November 2007 for a pur-
chase price of $30 million. This purchase option expires in
November 2011.
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Note K - Income Taxes Significant components of our deferred tax assets and liabilities
‘ . : ' . - are as follows: -
Our (loss) income before income taxes consists of the following:
' - As of Dacember 31, -
Yoar Ended December 3%, tin milions] , 2007 2006
{in millions) 2007 2006 2005
b i R Defarred tax assets
um.estlc $3.294 $4.5351 $ (126} _ Irwentary costs, intercompany profit and related .
Foreign 725 1,000 1,017 IBServes $ 750 $ 24
$ (569) $(3,535) $ e Tax benefit of net operating loss, capital loss and '
tax credits 267 168
) Reserves and accruals T 21 ‘.
The related (benefit) provision for income taxes consists of the Restructuring end acquisition-related charges,
following: including purchased research and development 12 108
' ' Litigation and product liability reserves 82 - 114
Year Ended December 31, Unrealized losses on derivative financial
{in milkions) - 2007 2006 2005 instruments " ’ - 34
Current ) Investment writedown - 107 78,
Federal $ o0 $375 s147 Stock-based campensatian 84 57 -
State 45 53 1) Federal benefit of uncertain tax positions 114
Foreign 167 34 75 QOther 17 5
312 182 259 1,640 1.082
Deferred l Less: valuation allowante on defemed tax assets 193 97
Federal {345) (421)" {25 ' $ 1,447 $ 985
State {20) 24 ) ‘Deferred tax liabilities
Foreign 2y & 0 Property, plant and equipment $ 51 $§ 7%
(386} (420 4 Intangible assets ' 2967 3,083
s0 | s @ $263 Litigation settlement B 24 2
Unrealized gains on available-for-sale securities i0 0
_— . Unrealized gains on derivative financial
A reconciliation of income taxes at the federa! statutory rate to instruments 19
the actual (benefit) provision far income taxes is as follows: Other - 4
3052 3186
Year Ended Decembier 31,
2007 2006 2005 $11,605) $2.2m)
1.8 federal statutory income tax rate {35.0%) {35.0%) 35.0%
Effect of foreign taxes {41.9%) (6.1%) (31.9%} At December 31, 2007, we had U.S. tax net operating loss, capital
Research and development credit (2.4%) {0.6% (1.6%) foss and tax credit carryforwards, the tax effect of which was $79
Section 138 manfacturing dedction (2%} 0o million. In addition, we had foreign tax net operating loss carryfor-
Goodwill write-down related to . .
divestitores 13.2% wards, the tax effect of which was $188 million. These
Valuation allowance 19.6% 2.2% (0.7%) carryforwards ‘will expire periodically beginning in 2008. We estab-
Non-deductible acquisition expenses 5.4% 408% 9.9% lished a valuation allowance of $193 million Iagainst thése
St:: i';_cfm“a"es- net of federal \0% - A0% carryforwards, due to our determination, after consideration of ‘all
NEI X A A . - . ' . s .
Other, net 5.3% 04% 04% ewdlence, both positive and negatuve:, that ltIIS more I|kelly thanlnot a
Tax liability release on unremitted portion of the carryforwards will not be. realized. The increase in t.he
eamings (3.8%) valuation allowance in 2007, as compared to 2008| is attributable
Sale of intangible assets 33% 5.9% primarily to foreign net operating losses generated dufing the year.
Legal settlement 10.2%
Extraardinary dividend from The income tax impact of the other comprehensive income (loss)
subsidiaries (@.7%) was a benefit of $53 million in 2007, a benefit of|$27 million in
{13.0%) 1.Z% 205% 20086, and a provision of $82 million in 2005.

We do not provide income taxes on unremitted earnings of our
foreign subsidiaries where we have indefinitely reinvested such
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earnings in our foreign cperations. It is not practical to estimate
the amount of income taxes payable on the earnings that are
indefinitely reinvested in foreign operations. Unremitted earnings
of our foreign subsidiaries that we have indefinitely reinvested
offshore are $7.804 billion at December 31, 2007 and
$7.186 billion at December 31, 20086.

As of December 31, 2005, we had recorded a $133 miillion
deferred tax liability for unremitted earnings of certain foreign
subsidiarias that we had anticipated repatriating in the foresee-
able future. During 2006, we made a significant acquisition that,
when combined with certain changes in business conditions
subseguent to the acquisition, resulted in a reevaluation of this
liability, We determined that we will not repatriate these earmings
in the foreseeable future and, instead, will indefinitely reinvest
these earnings in foreign operations in order 1o repay debt obliga-
tions associated with the acquisition. As a result, we reversed the
deferred tax lisbility and reduced income tax expense by $133
million in 20086.

During the first quarter of 2005, we repatriated $1.048 billion in
extraordinary dividends, as defined in the American Jobs Creation
Act, from our non-U.S. operations. The American Jobs Creation
Act, enacted in October 2004, created & temporary incentive for
U.S. corporations to repatriate accumulated income earned
abroad by providing an 85 percent dividends-received deduction
for certain dividends from controiled foreign operations. In 2005,
we repatriated earnings of non-U.S. subsidiaries for which we had
previously accrued tax Yiabilities. The resulting tax Yiabilities asso-
ciated with this repatriation were $127 million.

Effective January 1, 2007, we adopted the provisions of FASB
Interpretation No. 48, Accounting for Uncertainty in Income
Taxes. As a result of the implementation of Interpretation No. 48,
we recognized a $126 million increase in our liability for unrecog-
nized tax benefits. Approximately $26 miilion of this increase was
reflected as a reduction to the January 1, 2007 balance of
retained earnings. Substantially all of the ramaining increase
related to pre-acquisition uncertain tax liabilities related to Gui-
dant, which we recorded as an increase to goodwill in accordance
with EITF Issue No. 93-7, Uncertainties Related to Income Taxes
in a Purchase Business Combination. At the adoption date of
January 1, 2007, we had $1.155 billion of gross unrecognized tax
bensfits, $360 million of which, if recognized, would affect our
effective tax rate in accordance with currently effective
accounting standards. At December 31, 2007, we had $1.180
billion of gross unrecognized tax benafits, 3415 million of which, if
recognized, would affect our effective tax rate in accordance with
currently effective accounting standards. A reconciliation of the

beginning and ending amount of unrecognized tax benefits is as
follows {in mitlions};

Balance at January 1, 2007 $1,155
Additions based on positions related to the Lurrem year 80
Additions for tax positions of prior years 60
Reductions for tax positions of prior years {47)
Settlements with taxing authorities {61)
Statuts of limitation expirations 7
Balance at Dacomber 31, 2007 $1,180

We are subject to U.S. federal income tax as well as income tax
of multiple state and foreign jurisdictions. We have concluded all
U.S. federat income tax matters through 1997. Substantially all
material state, local, and foreign income tax matters have been
concluded for all years through 2001.

During 2007,' we settled several audits, obiained an Advance
Pricing Agreement between the U.S. and Japan, and received a
favorable appellate court decision on a previously outstanding
Japan matter with respect to the 1995 to 1998 tax periods. As a
result of settlement of these matters, net of payments, we
decreased our raserve for uncertain tax positions by $67 million,
inclusive of $16 million of interest and penalties. Of this amount,
we treated $53 million as a reduction in goodwill in accordance
with Issue No. 83-7, and we reversed the remaining $14 million to
earnings. It is reasonably possible that within the next 12
months we will resolve multiple issues with taxing authorities,
including matters presently under consideration at 1RS Appeals
related to Guidant’s acquisition of Intermeadics and selected IRS
examination issues for the 2001 to 2003 tax periods, in which
case we could record a reduction in our balance of unrecognized
tax benefits of between $70 million and $141 million.

Qur historical practice was and continues to be to recognize
interest and penaities related to income tax matters in income tax
expense (benefit). We had $218 million accrued for interest and
penalties at adoption of Interpretation No. 48 and $264 million at
December 31, 2007. The total amount of interest and penalties
recognized in our consclidated staterments of operations for 2007
was $76 million,

Note L - Commitments and Contingencies

The medical device market in which we primarily participate
is largely technology driven. Physician customers, particularly in
interventional cardiology, have historically moved quickly to new
products and new technologies. As a result, intellectual property
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rights, particularly patenfs and trade secrets, play a significant role
in product development and differentiation. However, intellectual
property litigation to defend or create market advantage is
inherently complex and unpredictable. Furthermore, appsllate
courts frequently overturn lower court patent decisions.

In addition, competing parties frequently file multiple suits to
leverage patent portfolios across product lines, technologies and
geographies and to balance risk and exposure between the par-
ties. In some cases, several competitors are parties in the same
proceeding, or in a series of related proceedings, or litigate
multiple features of a single class of devices. These forces fre-
quently drive settlement not only of individual cases, but also of a
series of pending and potentially related and unrelated cases. In
addition, although monetary and injunctive relief is typically
sought, remedies and restitution are generally not determined
until the conclusion of the proceedings and are frequently modi-
fied on appeal. Accordingly, the outcomes of individual cases are
difficult to time, predict or quantify and are often dependent upon
the outcomes of other cases in other geographies.

Several third parties have asserted that our current and former
stent systems infringe patents owned or licensed by them. We
have similarly asserted that stent systems or other products sold
by our competitors infringe patents owned or licensed by us.
Adverse outcomes in one or more of the proceedings against us
could limit our ability to sell certain stent products in certain juris-
dictions, of reduce our operating margin on the sale of these
products and could have a material adverse effect on our financial
position, results of operations or liquidity.

In the normal course of business, product liability and securities
claims are asserted against us. Product liability and securities
claims may be asserted against us in the future related to events
not known to management at the present time. We are sub-
stantially self-insured with respect to general and product liability
claims, and maintain an insurance policy providing limited
coverage against-securities claims. The absence of significant
third-party insurance coverage increases our potential exposure to
unanticipated claims or adverse decisions. Product liability claims,
product recalls, securities litigation, and other litigation in the
future, regardless of their outcome, could have a material adverse
effect on our financial position, results of operations or liquidity.

Our accrua! for legal matters that are probable and estimable was
$394 milion at December 31, 2007 and $485 million at
December 31, 2006, and includes estimated costs of settlernent,
damages and defense. The amounts accrued relate primarily to
Guidant litigation and claims recorded as part of the Guidant

purchase price, and to on-going patent litigation Involving our
interventional Cardiology business. We continue to assess certain
litigation and claims to determine the amounts that manage-
ment believes will be paid as a result of such claims,and litigation
and, therefore, additional losses may be accrued in the future,
which could adversely impact our operating resultsl, cash flows
and our ability to comply with our debt covenants. See Note A—
Significant Accounting Policies for further discussionjon our policy
for accounting for legal, product liability and security claims.

In management’s opinion, we are not currently involved in any
legal proceedings other than those specifically identitied below
which, individually or in the aggregate, could have a material
effect on our financial condition, cperations andfor cash flows.
Unless included in our accrual as of December‘31, 2007 or
otherwise indicated below, a range of loss associated with any
individual matarial legal proceeding can not be estim?ted.

Litigation with Johnson & Johnson

On October 22, 1997, Cordis Corporation, a subsidiary of
Johnson & Johnson, filed a suit for patent infringem?nt_against us
and Boston Scientific Scimed, Inc. (f/k/a SCIMED Life Sys-
temns, Inc), our wholly owned subsidiary, alleging that the
importation and use of the NIR® stent infringes; two patents
owned by Cordis. On April 13, 1993, Cordis filed another suit for
patent infringement against Boston Scientific Scimed and us,
alleging that our NIR® stent infringes two additional patents
owned by Cordis. The suits were filed in the U.S. District Court
for the District of Delaware seeking monetary damages,
injunctive relief and that the patents be adjudged valid, enforce-
able and infringed. A trial on both actions was held in late 2000. A
jury found that the NIR® ‘stent does not infringe| three Cordis
patents, but does infringe one cleim of one Cordis patent and
awarded damages of approximately $324 million to Cordis. On
March 28, 2002, the Court set aside the damagle award, but
upheld the remainder of the verdict, and held that t\!-vo of the four
patents had been obtained through inequitable conduct in the
U.S. Patent and Trademark Office. On May 27, 2005, Cordis filed
an appeal on those two patents and an appeal hearing was held
on May 3, 2006. The United States Court of Appeals for the
Federal Circuit remanded the case back to the triaI: court for fur-
ther briefing and fact-finding by the Court. On May|16, 2002, the
Court also set aside the verdict of infringement, reguiring & new
trial. On March 24, 2005, in a second trial, a jur\,J found that a
single claim of the Cordis patent was valid and infringed. The jury
determined liability only: any monetary damages will be
determined at a later trial. On March 27, 20086, the judge sntered
judgment in favor of Cordis, and on April 26, 2008, we filed an
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appeal. A hearing on the appeal was held on October 3, 2007, and
a decision was rendered on January 7, 2008 upholding the lower
court's finding of infringement and reversing the finding of
invalidity of .a second claim. The Court of Appeals remanded the
case to the District Court for further consideration. On February 4,
2008, we requested the Court of Appeais rehear the appeal and
reverse the lower court’s finding of infringement andfor remand
the case to the District Court for a new trial, :

On April 2, 1297, Ethicon and other Johnson & Johnson sub-
sidiaries filed a cross-border proceeding in The Netherlands
alleging that the NIR® stent infringes a European patent licensed
to Ethicon. In this action, the Johnson & Johnsen entities
requested relief, including provisional relief {a preliminary
injunction). In October 1997, Johnson & Johnson's request- for
provisional cross-border relief on the patent was denied by thé
Dutch Court, on the ground that it is “very likely” that the NIR®
stent will be found not to infringe the patent. Johnson & John-
son’s appeal of this decision was denied. In January 1999,
Johnson & Johnson amended the claims of the patent and
changed the action from a cross-border case to a Dutch nationai
action. On June 23, 1998, the Dutch Court affirmed that there
were no remaining infringement claims‘with respect to the pat-
ent. In late 1999, Johnson & Johnson appeated this decision. On
March 11, 2004, the Court of Appeals nullified the Dutch Court's
June 23, 1999 decision and the proceedings have been returned
to the Dutch Court, In accordance with its 1999 decision, the
Dutch Court asked the Dutch Patent Office for technical advice on
the validity of the amended patent. On August 31, 2005, the
Dutch Patent Office issued its technical advice that the amended
patent was valid but left certain legal issues for the Dutch Court
to resolve. A hearing originally scheduled for December 21, 2007
has been postponed and rescheduled for April 25, 2008,

On August 22, 1997, Johnson & Johnson filed a suit for patent
infringement against us alleging that the sale of the NIR® stent
infringes certain Canadian patents owned by Johnson & Johnson,
Suit was filed in the federal court of Canada seeking a declaration

of infringement, monetary damages and injunctive relief. On-

December 2, 2004, the Court dismissed the case, finding all
patents 1o be invalid. On December 6, 2004, Johnson & Johnson
appealed the Court’s decision, and in May 2008, the Court
reinstated the patents. In August 2006, we appealed the Court’s
decision to the Supreme Court. On January 18, 2007, the
Supreme Court denied our request to review this matter. A trial
began on January 21, 2008 and is expected to be concluded by
the end of February 2008. A decision is expected in three to six
months.

On February 14, 2002, we, and certain of our subsidiaries, filed
suit for patent infringement against Johnson & Johnson and
Cordis alleging that, certain balloon catheters and stent delivery
systems sold by Johnson & Johnson and Cordis infringe five U.S.
patents owned by us. The complaint was filed in the U.S. District
Court for the Northern District of California seeking monetary and
injunctive relief. On Qctober 15, 2002, Cordis fited a counterclaim
alleging that certain balloon catheters and stent delivery systems
sold by us infringe three U.S. patents owned by Cordis and
seeking monetary and injunctive relief. On December 8, 2002, we
filed an amended complaint alleging that two additional patents
owned by us are infringed by the Cordis’ products. A bench trial
on inteffering patent issues was held December 5, 2005 and on
September 19, 2006, the Court found there to be no interference.
Trial began on Qcteber 9, 2007 and, on October 31, 2007, the jury
found that we infringe a pétent of Cordis. The jury also found four
of our patents invalid and infringed by Cordis. No darnages were
determined because the judge found that Cordis failed to submit
evidence sufficient to enable a jury to make a damage assess-
ment. We filed a motion to overturn the jury verdict, A hearing on
post-trial motions was held on February 15, 2008, and on
February 19, 2008, the Court denied all post-trial motions. The
Court also ordered the parties to attempt to negotiate a reason-
able royalty rate for future sales of the products found to infringe
or file further ‘papers with the Court regarding continued infringe-
ment We inténd to appeal the decision.

On March 26, 2002, we and our wholly owned subsidiary, Target
Therapeutics, Inc., filed suit for patent infringement against Cordis
alleging that certain detachable coil delivery systems andfor
pushable coil vascular occlusion systems {coil delivery systems}
infringe three U.S. patents, .owned by or exclusively licensed to
Target. The complaint was filed in the U.S. District Court for the
Northern District of California seeking monetary and injunctive
relief, In 2004, the Court granted summary judgment in our favor
finding infringement of one of the patents. On November 14,
2005, the Court denied Cordis’ summary judgment motions with
respect to the validity of the patent. Cordis filed a motion for
reconsideration and a hearing was held on October 26, 2006. The
Court ruled on Cordis’ motion for reconsideration by modifying its
claim construction'orde_r. On February 7, 2007, Cordis filed a
motion for summary judgment of non-infringement with respect
to this patent. On July 27, 2007, the Court denied Cordis’
motion. The Court also modified its claim construction and
vacated its earlier summary judgment ordér finding infringement
by the Cordis device. Summary judgment motions with respect to
this patent were renewed by both parties and a hearing on these
renewed motions was held on January 18, 2008. Also on Jan-
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vary 18, 2008, the Court granted our motion for summary judg-
ment that Cordis infringes a second patent in the suit. On
January 25, 2008, the Court ruled that two of the patents,
including the one on which summary judgment of infringement
had just been granted, are not invalid based on prior public or
commercial use. Decisions on the other motions for summary
judgment have not yet been rendered. '

On January 13, 2003, Cordis filed suit for patent infringement
against Boston Scientific Scimed .and us,' alieging that our
Express?™ coronary stent infringes a U.S. patent owned by
Cordis. The suit was filed in the U.S. District Court for the District
of Delaware seeking monetary and injunctive relief. We answered
the complaint, denying the allegations and filed a counterclaim
alleging that certain Cordis products infringe a patent owned by
us. On August 4, 2004, the Court granted a Cordis motion to add
our Liberté® coronary stent and two additional patents to the
complaint. On June 21, 2005, a jury found that our TAXUS®
Express?™, Express? Express™ Biliary, and Liberté stents infringe
a Johnson & Johnson patent and that the Liberté stent infringes a
second Johnson & Johnson patent. The juries only determined
liability; monetary damages will be determined at a later trial. We
filed a motion to set aside the verdict and enter judgment in our
favor as a matter of law. On May 11, 2006, our motion was
denied, With respect to our counterclaim, a jury found on July 1,
2005 that Johnson & Johnson's Cypher®, Bx Velocity®, Bx
Sonic™ and Genesis™ stents infringe our patent. Johnson &
Johnson filed a motion to set aside the verdict and enter judg-
ment in its favor as a matter of law. On May 11, 2008, the Court
denied Johnson & Johnson's motion. Johnson & Johnson filed a
motion for reconsideration, which was denied on March 27, 2007.
On April 17, 2007, Johnson & Johnson filed a second motion to
set aside the verdict and enter judgment in its favor as a matter of
law or, in the alternative, request a new trial on infringement. That
motion was denied and judgment was entered on September 24,
2007. Both parties have filed an appeal, aithough a hearing date
has not yet been scheduled.

On March 13, 2003, Boston Scientific Scimed and we filed suit
for patent infringement against Johnson & Johnson and Cordis,
alleging that its Cypher drug-eluting stent infringes one of our
patents. The suit was filed in the U.S. District Court for the Dis-
trict of Delaware seeking monetary and injunctive relief. Cordis
answered the complaint, denying the allegations, and filed a
counterclaim against us alleging that the patent is not valid and is
unenforceable. We subsequently filed amended and new com-
plainté in the U.S. District Court for the District of Delaware
alleging that the Cypher drug-eluting stent infringes an additional

four of our patents {the Additional Patents). In M?rch 2005, we
filed a stiputated dismissal as to three of the four Additional
Patents. On April 4, 2007, the Court granted summary judgment
of non-infringement of the remaining Additional Ratent and the
parties entered a stipulated dismissal as to the|claim of that
patent on May 11, 2007. On July 1, 2005, a jury found that
Johnson & Johnson's Cypher drug-eluting stent infringes the
original patent and upheld the validity of the patent. The jury
determined liability only; any monetary damages will be
determined at a later trial. Johnson & Johnson filed a motion to
set aside the verdict and enter judgment in its favor as a matter of
taw. On June 15, 2006, the Court denied Johnson & Johnson's
motion. Johnson & Johnson moved for reconsideration of the
Court's decision. A summary judgment hearing as to the
remaining patent asserted in our amended cormplaint was held on
June 14, 2006. A hearing on the reconsideration motion was heid
on August 10, 2007. On September 24, 2007, the Court denied
Cordis’ motion for reconsideration. The Court entered judgment
against Cordis and on October 19, 2007, Cordis filed an appeal. A
hearing on the appeal has not yet been scheduled.

On August 5, 2004, we (through cur subsidiary Schneider Europe
GmbH) filed suit in the I%istrict Court of Brussels, Belgium against
the Belgian subsidiaries of Johnson & Johnson, Cordis and
Janssen Pharmaceutica éllegihg that Cordis’ Bx Velocity stent, Bx
Sonic stent, Cypher stent, Cypher Select stent, Aqua T3™ balloon
and U-Pass balloon infringe one of our Europegn patents and
seeking injunctive and monetary relief. A hearing was held on
September 20 and 21, 2007 and a decision wals rendered on
December 6, 2007, scheduling a new hearing for l\{lay 29, 2008 to
consider new evidence. In December 2005, the Johnson &
Johnson subsidiaries filed a nullity action in France. On Jan-
uary 25, 2008, we filed a counterclaim infringement action in

France. In January 2006, the same Johnson &
sidiaries filed nullity actions in [taly and Germany.

Johnson sub-
On October 23,

2007, the German Federal Patent Court found the patent valid.
Woe have filed a counterclaim infringement action| in Italy and an
infringement action in Germany. A hearing is scheduled on the
German infringement action for July 15, 2008,

On May 12, 2004, we filed suit against two of Jehnson & John-
son's Dutch subsidiaries, alleging that Cordis” Bx Velocity stent,
Bx Sonic stent, Cypher stent, Cypher Select stert, and Aqua T3
balloon delivery systems for those stents, and U-Rass angioplasty
balloon catheters infringe one of our European patents. The suit
was filed in the District Court of The Hague in The Netherlands
seeking injunctive and monetary relief. On June 8, 2005, the
Court found the Johnson & Johnsen products infringe our patent
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and granted injunctive relief. On June 23, 2005, the District Cournt
in Assen, The Netherlands stayed enforcement of the injunction.
On October 12, 2005, a Dutch Court of Appeals overturned the
Assen court’s ruling and reinstated the injunction against the
manufacture, use and sale of the Cordis products in The Nether-
lands. Darmages for Cordis’ infringing acts in The Netherlands will
be determined at a later date. Cordis appealed the validity and
infringement ruling by The Hague Court. A hearing on this appeal
was held on November 2, 2006 and a decision was received on
March 15, 2007 finding the patent valid but not infringed. We
appealed the Court's decision. A hearing on the appeal is
expected during the fourth quarter of 2008, '

On September 27, 2004, Boston Scientific Scimed filed suit
against a German subsidiary of Johnson & Johnson alleging the
Cypher drug-eluting stent infringes one of our European patents.
The suit was filed in Mannheim, Germany seeking monetary and
injunctive relief. A hearing was held on April 1, 2005 and on
July 15, 2005, the Court indicated that it would appoint a technical
expert. The expert's opinion was submitted tc the Court on
September 12, 2006. A hearing was held on September 21, 2007
in Mannheim, Germany, and a decision has not yet been rendered.

On October 15, 2004, Boston Scientific Scimed filed suit against a
German subsidiary of. Johnson & Johnson alleging the Cypher®
drug-eluting stent infringes one of our Garman utility models. The
suit was filed in Mannheim, Germany seeking monetary and
injunctive relief. A hearing was held on April 1, 2005 and on
July 15, 2005, the Court indicated that it would appoint a technical
expert. The expert's opinion was submitted to the Court on
Septermnber 19, 2006. A hearing was held on September 21, 2007
in Mannheim, Germany, and a decision has not yet been ren-
dered. '

On November 29, 2007, Boston Scientific Scimed filed suit
against a German subsidiary of Johnson & Johnson alleging the
Cypher and Cypher Select™ drug-eluting stents infringe one of
our European patents. The suit was filed in Mannheim, Germany
seeking monetary and injunctive relief. A hearing date has not yet
been scheduled.

On December 30, 2004, Boston Scientific Scimed filed suit
against a German subsidiary of Johnson & Johnson alleging the
Cypher drug-eluting stent infringes one of our German utility
models. The suit was filed in Dusseldorf, Germany seeking
monetary and injunctive relief. A hearing was™ held on
December 1, 2005. In January 2006, the judge rendered a deci
sion of non-infringement. On January 29, 2006, Boston Scientific
Scimed appealed the judge's decision. On February 15, 2007, the

Court decided to appoint a technical expert. A hearing date has
not vet been scheduled. :

On September 25, 2008, Johnson & Johnson filed” a lawsuit
against us, Guidant and Abbott in the U.S. District Court for the
Southern District of New York. The complaint alleges that Guidant
breached certain provisions of the amended merger agreement
between Johnson & Johnson and Guidant (Merger Agreement) as
well as the implied duty of good faith and fair dealing. The com-
plaint further allegas that Abbott and we tortiously interferad with
the Merger Agreement by inducing Guidant's breach, The com-
plaint seeks certain factual findings, damages in an amount no
less than $5.5 billion and attorneys’ fees and costs. Guidant and
we filed a motion to dismiss the complaint on November 15,
2006. Johnson & Johnson filed its opposition to the motion on
January 9, 2007, and defendants filed their reply on January 31,
2007. A hearing on the motion 1o dismiss was held on
February 28, 2007. On August 29, 2007, the [udgé dismissed the
tortious interference claims against us and Abbott and the implied
duty of good faith and fair dealing claim against Guidant. On’
October 10, 2007, the Court denied Johnson & Johnson's motion
to reconsider the dismissal of the tortious interference claim
against Abbott and us. A trial date has not yet been scheduled.

On May 4, 2006, we filed suit against Conor Medsystems Ireland
Ltd. alileging that its Costar® paclitaxel-eluting coronary stent
system infringes one of our balloon catheter patents. The suit
was filed in Ireland seeking monetary and injunctive relief. On
May 24, 2008, Conor responded, denying the allegations and filed
a counterclaim against us alleging that the patent is not valid and
is unenforceable. On January 14, 2008, the case was dismissed
pursuant to a settlement agreement between the parties.

On May 25, 2007, Boston Scientific Scimed and we filed suit
against Johnson & Johnson and Cordis in the U.S. District Court
for the District of Delaware seeking a declaratory judgment of
invalidity of a L.S. patent owned by them and of non-infringement
of the patent by our PROMUS™ coronary stent system. On
February 21, 2008, Cordis answered the complaint, denyihg the
allegations, and filed a counterclaim for infringement seeking an
injunction and a declaratory judgment of validity. A trial is sched-
uled to begin on August 3, 2009,

On June 1, 2007, Boston Scientific Scimed and we filed a suit
against Johnson & Johnson and Cordis in the L.S. District Court
for the District of Delaware seeking a declaratory judgment of
invalidity of a U.S. patent owned by them and of non-infringement
of the patent by our PROMUS coronary stent system. On
February 21, 2008, Cordis answered the compfaint, denying the
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allegations, and filed a counterclaim for. infringement seeking an
injunction and a declaratory judgment of validity. ‘A trial is sched-
uled to begin on August 3, 2009.

On June 22, 2007, Boston Scientific Scimed and we filed a suit
against Johnson & Johnson and Cordis in the U.S. District Court
for the District of Delaware seeking a declaratory judgment of
invalidity of a U.S. patent owned by them and of non-infringement
of the patent by our PROMUS coronary stent system...On
February 21, 2008, Cordis answered the complaint, denying the
allegations, and filed a counterclaim for infringement seeking an
injunction and a declaratory judgment of validity. A trial is sched-
uled to begin on August 3, 2009..

On November 27, 2007, Boston Scientific Scimed and we filed
suit against Johnson & Johnson and Cordis in the U.S. District
Court for the District of Delaware seeking a declaratory judgment
of invalidity of a US. patent owned by ‘them and of
non-infringement of the patent by our PROMUS coronary stent
_system. On February 21, 2008, Cordis answered the complaint,
denying the allegations, and filed a counterclaim for infringement
seeking an injunction and a declaratory judgment of validity. A trial
is scheduled to begin on August 3, 2008.

On January 16, 2008, Johnson & Johnson Inc. filed a suit for
patent infringement against us alleging that the sale of the
Express, Express 2 énd'TAXUS‘ EXPRESS 2 stent delivery sys-
tems infringe two Canadian patents owned by Johnson &
Johnson. Suit was filed in The Federal Court of Canada seeking a
declaration of infringement, monetary damages and injunctive
relief. We intend to file a motion to dismiss the complaint.

On January 28, 2008, Wyeth and Cordis Corporation filed suit
against Boston Scientific Scimed and us, alleging that our
PROMUS coronary stent system, upon launch in the United
étates, will infringe three U.S. patents owned by Wyeth and
licensed to Cordis. The suit was filed in the United States District
Court for the District of New Jersey seeking monetary and
injunctive relisf. We have not yet been served with the complaint,

On February 1, 2008, Wyeth and Cordis Corporation filed an
amended complaint against Abbott Laboratories, adding us and
Boston Scientific Scimed to the complaint. The suit alleges that
our PROMUS coronary stent system, upon launch in the United
States, will infringe three U.S. patents owned by Wyeth and
licensed to Cordis. The suit was filed in the United States District
Court for the District of New Jersey seeking monetary and
injunctive relief. We have not yet answered the complaint, but
intend to vigorously defend against its allegations.

Litigation with Medtronic, Inc.

On March 1, 20086, Medtronic Vascular, Inc. filed suit against
Boston Scientific Scimed and us, alleging that our balloen prod-
ucts infringe four U.S. patents owned by Medtronig Vascular. The
suit was filed in the U.S, District Court for the Eas{ern District of
Texas seeking monetary and injunctive relief. On April 25, 2006,
we answered and filed a countarclaim seeking|a declaratory
judgment of invalidity and non-infringement. Trial is scheduled to
begin on May 5, 2008.

On July 25, 2007, the U.S. District Court for the Northern District
of California granted our motion to intervene in an action filed
February 15, 2008 by Medtronic Vascular and certain of its affili-
ates against Advanced Cardiovascular Systems, Inc. and Abbott
Laboratories. As a counterclaim plaintiff in this litigation, we are
seeking a declaratory judgment of patent invalidity and of
non-infringement by our PROMUS coronary stent : ystam relating
to two U.S. patents owned by Medtronic. Trial is scheduled to
begin on January 29, 2009, :

On December 17, 2007, .Medtronic, Inc. filed a declaratory
judgment action in the District Court for Delaware against us,
Guidant Corporation {Guidant), and Mirowski Femily Ventures
L.L.C. (Mirowski), ché"e'nging its obligation to pay royalties to
Mirowski on certain cardiac resynchronization therapy devices by
alleging non-infringement and invalidity of certain claims of two
patents owned by Mirowski and exclusively licensed to Guidant
and sublicensed to Medtronic. On February| 8, 2008, we
answered, denying the substantive allegations of Ehe complaint.

Litigation Relating to St. Jude Medical, Inl.

Guidant Sales Corp., Cardiac Pacemakers, Inc. (CPI} and Mirowski
are plaintiffs in a patent infringement suit originally filed against
St. Jude Medical, Inc. and its affiliates in November 1996 in the
District Court in Indianapoiis. In July 2001, a jury -found that a
patent licensed to CPl and expired in December. 2003, was valid
but not infringed by certain of St. Jude Medical's defibrillator
products. In February 2002, the District Court re versed the jury’s
finding of validity. In August 2004, the Federal Circuit Court of
Appeals, among other things, reinstated the jury verdict of validity
and remanded the matter for a new trial on i’wfringement and

damages. The case was sent back to the District Court for further
proceedings. Pursuant to a Settlement Agreemept dated July 29,
2006 between St. Jude Medical and us the parties agreed to limit
the scope and available remedies of this case. On March 26,
2007, the District Court issued a ruling invalidati%g the patent. On
April 23, 2007, we a_ppe;'aled the Court's ruling. A hearing on the
appeal has not yet been scheduled.
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Litigation with Medinol Ltd,

On February 20, 2006, Medinol submitted a request for arbitration
against us, and our wholly owned subsidiaries Boston Scien-
tific Ltd. and Boston Scientific Scimed, Inc., under the Arbitration
Rules of the World Intellectual Property Organization pursuant to
a settlement agreement between Medinol and us dated Sep-
tember 21, 2005. The request for arbitration alieges that the
Company's Liberté coronary stent system infringes two U.S.
patents and cne European patent owned by Medinol. Medinol is
seeking 1o have the patents declared valid and enforceable and a
reasonable royalty. The September 2005 settlement agreement
provides, among other things, that Medinol may only seek
reasonable royalties and is specifically precluded from seeking
injunctive relief. As a result, we do not expect the outcome of this
proceeding to have a material impact on the continued sale of the
Liberté® stent systern internationally or in the United States, the
continued sale of the TAXUS® Liberté® stent system internation-
ally or the launch of the TAXUS® Liberté® stent system in the
United States. We plan to defend against Medinol's claims vigo-
rously. The arhitration hearing was held on September 17 through
September 21, 2007, and a decision is expected in March 2008.

On September 25, 2002, we filed suit against Medinol alteging
Medinol's NIRFiex™ and NIRFlex™ R]oyar products infringe a
patent owned by us. The suit was filed in the District Court of The
Hague, The Netherlands seeking cross-border, nnonetary and
injunctive relief. On September 10, 2003, the Dutch Court ruled
that the patent was invalid. We appealed the Court's decision in
Decernber 2003. A hearing on the appeal was held on August 17,
2006. On December 14, 2006, a dacision was rendered upholding
the trial court ruling. We appealed the Court's decision on
March 14, 2007. On May 25, 2007, Medinol moved to dismiss our
appeal, although a decision has not yet been rendered.

On August 3, 2007, Medinol submitted a requast for arbitration
against us, and our wholly owned subsidiariss Boston Scien-
tific Ltd. and Boston Scientific Scimed, In¢., under the Arbitration
Rules of the Warld Intellectual Property Organization pursuant to
a settlernent agreement between Medinol and us dated Sep-
tember 21, 2005. The request for arbitration alleges that our
PROMUS coronary stent system infringes five U.S. patents, threa
European patents and two German Patents owned by Medinol.
Medinol is seeking to have the patents declared valid and
enforceable and a reasonable royalty. The September 2005
settlement agreement provides, among other things, that
Medinol may only seek reasonable rovalties and is specifically
precluded from seeking injunctive relief. As a result, we do not
expect the outcome of this proceeding to have a material impact

on the continued sale of the PROMUS stent system internation-
ally or the launch of the PROMUS stent system in the United
States. We plan to defend against Medincl's claims vigorously. A
hearing is scheduled for May 11, 2009.

Other Patenr Litigation

On July 28, 2000, Dr. Tassilo Bonze! filed a complaint naming
certain of our Schneider Worldwide subsidiaries and Pfizer Inc.
and certain of its affiliates as defendants, alleging that Pfizer failed
to pay Dr. Bonzel amounts owed under a license agreement
involving Dr. Bonzel's patented Monorail® balloon catheter tech-
nology. The suit was filed in the U.S. District Court for the District
of Minnesota seeking monetary relief. On September 28,
2001, we reached a contingent settlement with Dr. Bonzel
involving all but one claim asserted in the complaint. The con-
tingency was satisfied and the settlement is final. On
December 17, 2001, the remaining claim was dismissed without
prejudice with leave to refile the suit in Germany. Dr. Bonze! filed
an appeal of the dismissal of the remaining claim. On July 28,
2003, the Appellate Court affirmed the lower court’s dismissal,
and on October 24, 2003, the Minnesota Supreme Court denied
Dr. Bonzel's petition for further review. On March 26, 2004,
Dr. Bonzel filed a similar complaint against us, certain of our
subsidiaries and Pfizer in the Fedaral District Court for the District
of Minnesota. We answered, denying the allegations of the
complaint. We filed a motion to dismiss the case, and the case
was dismissed with prejudice on November 2, 2004. On
February 7, 2005, Dr. Bonzel appealed the Court's decision. On
March 2, 2006, the Federal District Court dismissed the appeal
and affirmed the lower court’s decision. On April 24, 2007, we
received a latter from Dr. Bonzel's counsel alleging that the 1995
license agreement with Dr. Bonzel may have been invalid under
German law. Qn May 11, 2007, we responded to Dr. Bonzel's
counsel’s [etter asserting the validity of the 1995 license agree-
mant. On October 5, 2007, Dr. Bonze! filed a complaint against us
in Kassel, Germany, which was formally served in December
2007, alleging the 1995 license agreement is invalid under
German law and seeking monsetary damages. We have not yet
answered the complaint, but intend to vigorously defend against
its allegations.

On September 12, 2002, ev3 Inc. filed suit against The Regents
of the University of California and our wholly owned subsidiary,
Boston Scientific International, B.V., in the District Court of The
Hague, The Netherlands, seeking a deciaration that ev3's EDC |l
and VDS embolic coil products do not infringe three patents
licensed to us from The Regents. On October 22, 2003, the Court
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ruled that the ev3 products infringe the three patents. On
December 18, 2003, ev3 appealed the Court’s ruling. A hearing
6n the appeal has not yet been scheduled. A damages hearing
originally scheduled for June 15, 2007 has been postponed and
not yet rescheduled. On October 30, 2007, we reached an
agresment in principle with ev3 to resolve this matter. The parties
are currently negotiating a definitive settlement agreement,

On December 16, 2003, The Regents of the University of Cal-
ifornia filed suit against Micro Therapeutics, Inc., a subsidiary of
ev3, and Dendron GmbH alleging that Micro Therapeutics’ Sap-
phire detachable coil delivery systems infringe twelve patents
iicensed to us and owned by The Regents. The complaint was
filed in the U.S. District Court for the Northern District of Cal-
ifornia seeking monetary and injunctive relief. On January 8, 2004,
Micro Therapeutics and Dendron filed a third-party complaint to
include Target Therapeutics and us as third-party defendants
seeking a declaratory judgment of invalidity and noninfringement
with respect to the patents and antitrust violations. On
February 17, 2004, we, as a third-party defendant, filed a motion
to dismiss us from the case. On July 9, 2004, the Court granted
our motion in part and dismissed Target and us from the claims
relating only'to patent infringement, while denying dismissal of an
antitrust claim. On April 7, 2008, the Court denied Micro Ther-
apeutics’ motion seeking unenforceability of The Regents’ patent
and denied The Regents’ cross-motion for summary judgment of
enforceability. A summary judgment hearing was held on July 31,
2007 relating to the antitrust claim, and on August 22, 2007, the
Court granted summary judgment in our favor and dismissed us
from the case. On October 30, 2007, we reached an agreement
in principle with ev3 to resolve this matter. The parties are cur-
rently negotiating a definitive settlement agresment.

On March 29, 2005, we and Boston Scientific Scimed, filed suit
against ev3 for patent infringement, alleging that av3's SpideRX®
embolic protection device infringes four U.S. patents owned by
us. The complaint was filed in the U.S. District Court for the Dis-
trict of Minnesota seeking monetary and injunctive relief. On
May 9, 2005, ev3 answered the complaint, denying the allega-
tions, and filed a counterclaim seeking a declaratory judgment of
invalidity and unenforceability, and noninfringement of our patents
in the suit. On October 28, 2008, ev3 filed its first amended
answer and counterclaim alleging that certain of our embolic
protection devices infringe a patent owned by ev3. On June 20,
2006, we filed an amended complaint adding a claim of trade
secret misappropriation and claiming infringement of two addi-
tional U.S. patents owned by us. On June 30, 2008, ev3 filed an
amended answer and counterclaim alleging infringement of two

additional U.S. patents owned by ev3. A trial has| not yet been
scheduled. On October 30, 2007, we reached an|agreement in
principle with ev3 to resolve this matter. The parties are currently
negotiating a definitive settlement agreement.

On September 27, 2004, Target Therapeutics and we filed suit for
patent infringement against Micrus Corporation| alleging that
certain detachable embolic coil devices infringe two U.S. patents
exclusively licensed to the subsidiary. The complaint was filed in
the U.S. District Court for the Northern District of California
seeking monetary and injunctive relief. On Noverrhber 16, 2004,
Micrus answered and filed counterclaims seeking a declaration of
invalidity, unenforceability and noninfringement | and included
allegations of infringement against us relating to hres U.S. pat-
onts owned by Micrus, and antitrust and state law violations. On
January 10, 2005, we filed a motion to dismiss certain of Micrus’
counterclaims, and on February 23, 2005, the Court granted a
request to stay the proceedings pending a reexarl'nination of our
patents by the U.S. Patent and Trademark Office. On February 23,
2006, the stay was lifted. Subsequently, Micrlus provided a
covenant not to sue us with respsct to one of the Micrus patents.
On June 1, 2007, the Court held a claim construction hearing
regarding the various patents at issue, but the Court has not yet
issued a decision. A trial date has not yet been set

On November 26, 2005, Angiotech and we filed suit against
Occam International, BV in The Hague, The Netherlands seeking a
preliminary injunction against Occam'’s drug-eluting stent prod-
ucts based on infringement of patents owned by' Angictech and
licensed to us. A hearing was held January 13! 2006, and on
January 27, 2006, the Court denied our request flor a preliminary
injunction. Angiotech and we have appealed the C ourt’s decision,
and the parties agreed to pursu3 normal infringement proceed-
ings against Occam in The Netherlands.

On April 4, 2005, Angiotech and we filed suit agai‘inst Sahajanand
Medical Technologies Pvt. Ltd. in The Hague, The Netherlands
seeking a declaration that Sahajanand’s drug-eluting stent prod-
ucts infringe patents owned by Angiotech and licensed to us. On
May 3, 2008, the Court found that the asserted claims were
infringed and valid, and provided for injunctive and monstary
relief. On July 13, 2006, Sahajanand appealed the Court's deci-
sion. A hearing on the appeal has been scheduled for March 13,
2008,

On May 19, 2005, G. David Jang, M.D. filed|suit against us
alleging breach of contract relating to certain patent rights
covering stent technology. The suit was filed in 'the U.S. District
Court, Central District of California seeking monetary damages
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and rescission of the contract. On June 24, 2005, we answered,
denying the allegations, and filed a counterclaim. After a
Markman ruling relating to the Jang patent rights, Dr. Jang stipu-
lated to the dismissal of certain claims alleged in the complaint
with a right to appeal. In February 2007, the parties agreed to
settle the other claims of the case. On May 23, 2007, Jang filed
an appeal with respect to the remaining patent claims. A hearing
has not yet been scheduled.

On April 4, 2007, SciCo Tec GmbH filed suit against us alleging
certain of our balloon catheters infringe a U.S. patent owned by
SciCo Tec GmbH. The suit was filed in the U. S, District Court for
the Eastern District of Texas seeking monetary and injunctive
relief. On May 10, 2007, SciCo Tec filed an amended complaint
based on similar allegations as those pled in the original complaint
and alleging certain additional balloon catheters and stent delivery
systems infringe the same patent. On May 14, 2007, we
answered, denying the allegations of the first complaint. On
May 29, 2007, we responded to the amended complaint and filed
a counterclaim seeking declaratory judgment of invalidity and
non-infringement with respect to the patent at issue. A trial has
heen scheduled for Novernber 10, 2008.

On April 18, 2007, SciCo Tec GmbH, filed suit against us and our
subsidiary, Boston Scientific Medizintechnik GmbH, alleging cer-
tain of our balloon catheters infringe a German patent owned by
SciCo Tec GmbH. The suit was filed in Mannheim, Germany. We
answered the complaint, denying the allegations and filed a nullity
action against SciCo Tec relating to one of its German patents. A
hearing on the merits in the infringement action was held on
February 12, 2008, and a decision is expected April 1, 2008.

On December 16, 2005, Bruce N. Saftran, M.D., Ph.D. filed suit
against us alleging that our TAXUS® Express coronary stent
system infringes a patent ownaed by Dr. Saffran. The suit was
filed in the U.S. District Court for the Eastern District of Texas and
seeks moenetary and injunctive relief. On February 8, 2006, we
filed an answer, dénying the allegations of the complaint. Trial
began on February 5, 2008, On February 11, 2008, the jury found
that our TAXUS® Express and TAXUS® Liberte® stent products
infringe Dr. Saffran's patent and that the patent is valid. No
injunction was requested, but the jury awarded damages of $431
million. The Oistrict Court awarded Dr. Saffran $69 million in
pre-judgment interest and entered judgment in his favor. We
believe the jury verdict is unsupported by both the evidence and
the law. We will seek to overturn the verdict in post-trial motions
before the District Court and, if unsuccessful, to appeal to the
U.S. Court of Appeals far the Federal Circuit. On February 21,
2008, Dr. Saffran filed a new complaint alleging willful infringe-

ment of the continued sale of the TAXUS stent products. We will
vigorously defend against its allegations.

On December 11, 2007, Wall Cardiovascular Technologies LLC
filed suit against us alleging that our TAXUS Express coronary
stent system infringes a patent owned by them. The complaint
also alleges that Cordis Corporation’s drug-eluting stent system
infringes the patent. The suit was filed in the Eastern District
Court of Texas and seeks monetary and injunctive relief. On
February 18, 2008, Wall Cardiovascular Technologies filed a
request to amend its complaint to add Medtronic, Inc. to the suit
with respect to its drug-eluting stent system. We answered the
original complaint denying the allegatlons and intend to oppose
the request to amend to add Medtronic.

Other Proceedings

On September 8, 2005, the Laborers Local 100 and 397 Pensicn
Fund initiated a putative shareholder derivative lawsuit on our
behalf in the Commonwea]th of Massachusetts Superior Court
Department for Middlesex County against our directors, certain of
our current and former officers, and us as nominal defendant. The
complaint alleged, among other things, that with regard to certain
matters of régu!atory compliance, the defendants breached their
fiduciary duties to us and our shareholders in the management and
affairs of our business and in the use and preservation of our
assets. The complaint also alleged that as a result of the alleged
misconduct and the purported failure to publicly disclose material
information, certain directors and officers sold our stock at inflated
prices in violation of their fiduciary duties and were unjustly
enriched. The suit was dismissed on September 11, 2006. The
Board of Directors thereafter received two letters from the
Laborers Local 100 and 397 Pensicn Fund dated February 21,
2007. One letter demanded that the Board of Directors investigate
and commence action against the defendants named in the
original complaint in connection with the matters alleged in the
original complaint. The second letter {as wall as subsequent letters
from the Pension Fund) made a demand for an inspection of cer-
tain books and records for the purpose of, among other things, the
investigation of possible breaches of fiduciary duty, misappropria-
tion of information, abuse of control, gross mismanagement,
waste of corporate assets and unjust enrichrment. On March 21,
2007, we rejected the request to inspect books and records on the
ground that Laborers Local 100 and 397 Pension Fund had not
established a proper purposs for the request.

On September 23, 2005,' Srini\:'asan Shankar, on behalf of hirﬁself
and all others similarly situated, filed a purported securities class
action suit in the U.S. District Court for the District of Massachu-
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setts on behalf of those who purchased or otherwise acquired our
securities during the peried March 31, 2003 through August 23,
2005, alleging that we and certain of our officers violated certain
sactions of the Securities Exchange Act of 1934. On Sep-
tember 28, 2005, October 27, 2005, November 2, 2005 and
November 3, 2005, Jack Yopp, Rabert L. Garber, Betty C. Mevyer
and John Ryan, respectively, on behalf of themselves and all
others similarly situated, filed additional purported securities class
action suits in the same Court on behalf of the same purported
class. On February 15, 2006, the Court ordered that the five class
actions be consolidated and appointed the Mississippi Public
Employes Retirement System Group as lead plaintiff. A con-
solidated amended complaint was filed on April 17, 2008. The
consolidated amended complaint alleges that we made material
misstatements and omissions by failing to disclose the supposed
merit of the Medino! litigation and DOJ investigation relating to
the 1998 NIR ON® Ranger with Sox stent recall, problems with
the TAXUS® drug-eluting coronary stent systems that led to
product recalls, and our ability to satisfy FDA regulations
concerning medical device quality. The consolidated amended
complaint seeks unspecified damages, interest, and attorneys’
fees. The defendants filed a motion to dismiss the consolidated
amended complaint on June 8, 2006, which was granted by the
Court on March 30, 2007. On April 27, 2007, Mississippi Public
Employee Retirement System Group appealed the Court’s deci-
sion. A hearing on the appeal was held on February 8, 2008,
although a decision has not yet been rendered.

On January 19, 2006, George Larson, on behalf of himself and all
others similarly situated, filed a purported class action complaint
in the U.S. District Court for the District of Massachusetts on
behalf of participants and beneficiaries of our 401(k} Retirement
Savings Plan {401(k}, Plan) and GESOP. {together the Plans)
allaging that we and certain of our officers and employees vio-
lated certain provisions under the Employee Retirement Income
Security Act of 1974, as amended (ERISA) and Department of
Labor Regulations. On January 26, 2006, February 8, 20086,
February 14, 2006, February 23, 2006 and March 3, 2006, Robert
Hochstadt, Jeff Klunke, Kirk Harvey, Michae! Lowe and Douglas
Fletcher, respectively, on behalf of themselves and others sim-
ilarly situated, filed purported class action complaints in the same
Court on behalf of the participants and beneficiaries in our Plans
alleging similar misconduct and seeking similar relief as in the
Larson lawsuit. On April 3, 20086, the Court issued an order con-
solidating the actions and appointing Jeffrey Kiunke and Michael
Lowas as interim lead plaintiffs. On August 23, 2006, plaintiffs filed
a consolidated complaint that purports to bring a class action on
behalf of all participants and bensficiaries of our 401(k} Plan

during the period May 7, 2004 through January 26, 20086 alleging
that we, our 401{k) Administrative and Investment Committee
{the Committes), members of the Committee, and|certain direc-
tors violated certain provisions of ERISA, The complaint alleges,
among othar things, that the defendants breached their fiduciary
duties to the 401(k} Plan’s participants. The complaint seeks
equitable and monetary relief. Defendants filed a motion to dis-
miss on October 10, 2006, which was denied by[the Court on
August 27, 2007. A trial has not yet been scheduled

On June 12, 2003, Guidant announced that its subsidiary, Endo-
Vascular Technologies, Inc. (EVT), had entered| into a plea
agreement with the U.S. Departrnent of Justice|relating to a
previously disclosed invastigatiocn regarding the ANCURE
ENDOGRAFT System for the treatment of abdominal aortic
aneurysms. At the time of the EVT plea, Guidant héd outstanding
fourteen suits alleging product liability related catlxses of action
relating to the ANCURE System. Subsequent to the EVT plea,
Guidant was notified of additional claims and served with addi-
tional complaints. From time to time, Guidant has settled certain
of the individual claims and suits for amounts that were not
material to Guidant. Currently, Guidant has approximately 16 suits
outstanding, and more suits may be filed. The complaints seek
damages, including punitive damages. The complaints are in
various stages of discovery, with the earliest trial dlate set for the
summer of 2008. Additionally, Guidant has been notified of over
135 unfiled claims that are pending. The cases generally allege
the plaintiffs suffered injuries, and in certain cases died, as a
result of purported defects in the device or the accompanying
warnings and labeling.

Although insurance may reduce Guidant's exposure with respect
to ANCURE System claims, one of Guidant's carriers, Allianz
insurance Company (Allianz), filed suit in the CirCLIIit pourt, State
of lllinois, County of DuPage, sesking to rescind or otherwise
deny coverage and alleging fraud. Additional carriers have inter-
vened in the case and Guidant affiliates, mcludlng EVT, are also
named as defendants. Guidant and its affiliates aiso initiated SUIt
against certain of their insurers, including Allianz, in the Supenor
Court, State of Indiana, County of Marion, in order to preserve
Guidant’s rights to coverage. A trial has not yet been scheduled in
either case. On March 23, 2007, the Court in the |nd1ana lawsuit
granted Guidant and its affiliates’ motion for p!artlal summary
judgrent regarding Allianz’s duty to defend, finding that Allianz
hreachad its duty to defend 41 ANCURE Iawsuit's. On April 19,
2007, Allianz filed a notice of appeal of that ruling. On July 11,
2007, the lllinois court entered a fina! partial summnary judgment
ruling in favor of Allianz. Guidant appealed the Coun's ruling on
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August 9, 2007. Both lawsuits are currently partially stayed in the
trial courts pending the outcome of the respective appeals.
Shareholder derivative suits relating to the ANCURE System are
currently pending in the Southern District of Indiana and in the
Superior Court of the State of Indiana, County of Marion. The
suits, purportedly filed on behalf of Guidant, initially alleged that
Guidant's directors breachaed their fiduciary duties by taking
improper steps or failing to take steps to prevent the ANCURE
and EVT related matters described above, The complaints seek
damages and other equitable relief. The state court derivative
suits have been stayed in favor of the federal derivative action.
On March 9, 2007, the Superior Court granted the parties’ joint
motion to dismiss the complaint with prejudice for lack . of
standing in one of the pending state derivative actions. The plain-
tiff in the federa! derivative case filed an amended complaint in
December 2005, adding allegations regarding defibrillator and
pacemaker products and Guidant's proposed merger with
Johnson & Johnson. On March 17, 2006, the plaintiff filed a
second amended complaint in the federal derivative case. On
May 1, 2006, the defendants moved to dismiss the second
amended complaint. This motion remains pending.

In July 2005, a purported class action complaint was filed on
behalf of participants in Guidant's employee pension benefit
plans. This action was filed in the U.S. District Court for the
Southern District of Indiana against Guidant and its directors. The
complaint alleges breaches of fiduciary duty under the Employee
Retirement Income Security Act (ERISA), 29 US.C. & 1132,
Specifically, the complaint alleges that Guidant fiduciaries con-
cealed adverse information about Guidant's defibrillators and
imprudently made contributions to Guidant's 401(k} plan and
employee stock ownership plan in the form of Guidant stock. The
complaint seeks class certification, declaratory and injunctive
relief, monetary damages, the imposition of a constructive trust,
and costs and attorneys' fees. A second, similar complaint was
fited and consolidated with the initial complaint. A consolidated,
amended complaint was filed on February 8, 2006. The defend-
ants moved to dismiss the consolidated complaint, and on
September 15, 2006, the Court dismissed the complaint for lack
of jurisdiction. In October 2006, the Plaintiffs appealed the Court’s
decision to the United States Court of Appeals for the Seventh
Circuit. In June 2007, the Court of Appeals vacated the dismissal
and remanded the case to the District Court. The Court of
Appeals specifically instructed the District Court to consider
potential problems with the Plaintiffs’ ability to prove damages or
a breach of fiduciary duty. In September 2007, we filed a
renewed motion to dismiss the complaint for failure to state a
claim. This motion remains pending.

Approximately 75 product liability class action lawsuits and more
than 2,300 individual lawsuits involving approximately 5,500
individual plaintiffs are pending in various state and federal juris-
dictions against Guidant alleging personal injuries associated with
defibrillators or pacemakers involved in the 2005 and 2006
product communications. The majority of the cases in the
United States are pending in federal court but approximately 250
cases are currently pending in state courts. On November 7,
2005, the Judicial Panel on Multi-District Litigation established
MDL-1708 (MDL) in the United States District Court for the Dis-
trict of Minnesota and appointed a single judge to preside over all
the cases in the MDL. In April 20086, the persanatl injury plaintiffs
and certain third-party payors served a Master Complaint in the
MDL asserting claims for class action certification, alleging claims
of strict liability, negligence, fraud, breach of warranty and other
common law andfor statutory claims and seeking punitive
darmages. The majority of claimants allege no physical injury. but
are suing for medical monitoring and anxiety. On July 12, 2007,
we reached an agreément to settle certain claims associated with
the 2005 and 2006 product communications, which was
amended on November 19, 2007. Under the terms of the
amended agreement, subject to certain conditions, we will pay a
total of up to $240 million covering 8,550 patient claims, including
all of the claims that have been consolidated in the MDL as well
as other filed and unfiled claims throughout the United States. On
June 13, 20086, the Minnesota Supreme Court appointed a single
judge to praside over all Minnesota state court lawsuits involving
cases arising from the product communications. The plaintiffs in
those cases are eligible to participate in the settlament, and activ-
ities in all Minnesota State court cases are currently stayed
pending individual plaintiff's decisions whether to participate in
the settlement.

We are aware of twelve lawsuits pending internationally. Five of
those suits are pending in Canada and are all putative class
actions. A hearing on whether the first of these putative class
actions should be certified as a class.was held in mid-danuary
2008. A decision has not yet been rendered.

On November 2, 2005, the Attorney General of the State of New
York filed a civil complaint against Guidant pursuant to the New
York’s Consumer Protection Law {N.Y. Executive Law § 63(12)).
In the complaint, the Attorney General alleges that Guidant
concealed from physicians and patients a design flaw in its
PRIZM 1861 defibrillator from approximately February of 2002
until May 23, 2005. The complaint further alleges that due to
Guidant's concealment of this information, Guidant has engaged
in repeated and persistent fraudulent conduct in violation of N.Y.
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Executive Law § 83(12). The Attorney General is seeking perma-
nent injunctive relief, restitution for patients in whom a PRIZM
1861 defibrillator manufactured before April 2002 was implanted,
disgargement of profits, and all other proper relief. This case is
currently pending in the MDL in the United States District Court
for the District of Minnesota.

Sixty-nine former employees filed charges against Guidant with
the U.S. Equal Employment Opportunity Commission {(EEQC)
alleging that Guidant discriminated against the former employees
on the hasis of their age when Guidant tarminated their employ-
ment in the fall of 2004 as part of a reduction in force. In
September 20086, the EEOC found probable cause to support the
allegations in the charges pending befors it. '

Separately, in April 2006, sixty-one of these former employees
also sued Guidant in federal district court for the District of
Minnesota, again alleging that Guidant discriminated against the
former employees on the basis of their age when it terminated
their employment in the fall of 2004 as part of a reduction in
force. All but one of the plaintiffs in the federal court action
signed a full and complete release of claims that included any
claim based on age discrimination, shortly after their employ-
ments ended in 2004. The parties filed cross motions for
summary judgment on the issue of validity of the releases. A
hearing was held on February 21, 2007. On April 4, 2007, the
Court issued a decision in which it held that the releases did not
bar the plaintiffs from pursuing their claims of age discrimination
against Guidant. On April 30, 2007, Guidant moved the District
Court for permission to appeal this decision to the United States
Court of Appeals for the Eighth Circuit but on July 18, 2007, the
Court of Appeals declined to accept our appeal. Counsel for the
plaintiffs voluntarily dismissed two of their clients from the case,
leaving a total of fifty-nine individual plaintiffs, and have moved
the District Court for preliminary certification of the matter as a
class action. On September 28, 2007, the Court granted plaintiffs’
motion for preliminary certification of their
ciass. Following the preliminary certification, notice was
communicated to other potential class members of thair right to
join the class and 47 former employees of Guidant have exercised
that right. As a result, the class currently consists of 106
individual plaintiffs. Discovery is on-going and the deadline for any
additional motions for summary judgment is May 1, 2009. The
case is to be ready for trial on August 1, 2009.

Guidant is a defendant in a complaint in which the plaintiff alleges
a right of recovery under the Medicare secondary payer (or MSP)
private right of action, as well as related claims. Plaintiff claims as
damages double the amount paid by Medicare in connection with

proposed '

devices that were the subject of the product communications.
The case is pending in the MDL in the United States District
Court for the District of Minnesota, subject to the; general stay
order imposed by the MDL presiding judge.

Guidant or its affiliates are defendants in four separate actions
brought by private third-party providers of health benefits or
health insurance (TPPs). In these cases, plaintiffs allege various
theories of recovery, including derivative tort claims,; subrogation,
violation of consumer protection statutes and unjust enrichment,
for the cost of healthcare benefits they allegeedl| paid for in
connection with the devices that have been the subject of Gui-
dant's product communications. Two of these actions wers
pending in the multi-district litigation in the federal district court in
Minnesota (MDL) as part of a single "master compla:int,’ filed on
April 24, 2008, which also includes other types of claims by other
plaintiffs. The two named TPP plaintiffs in the master complaint
claim to represent a putative nationwide class of TPPs. These two
TPP plaintiffs had previously filed separate compla}ints against
Guidant. Guidant moved to dismiss the' MDL TPP claims in the
master complaint for lack of standing and for failure to state a
claim. A hearing was held on March 6, 2007, and Ion April 16,
2007, the MDL Court granted Guidant's motion to dismiss, dis-
missing the claims of both TPP plaintiffs in the MDL.|{The District
Court subsequently amended its ruling to dismiss the claims for
lack of Article IlI standing without prejudice. The TPP plaintiffs
filed an appeal of that ruling in the United States Courl of Appeals
for the Eighth Circuit. The Court of Appeals c:[is‘,mi‘s.s.ed1 that appeal
for lack of jurisdiction. Plaintiffs subsequently filed a n]otion in the
District Court tor certification of the dismissal. On November 16,
2007, the District Court denied Plaintitfs’ motion.

The other two TPP actions are pending in state court in
Minnesota, and are part of the coordinated state courtlproceeding
ordered by the Minnesota Supreme Court. The plaintiffs in one of
these cases are a number of Blue Cross & Blue Shield plans,
while the plaintiffs in the other case are a national-health insurer
and its affiliates. The complaints in these cases w]ere served
ont Guidant on May 18 and June 25, 2006. respectively. Guidant
has moved to dismiss hoth cases. A hearing was held on
June 18, 2007, and a decision has not yet been rendered.

In January 2008, Guidant was served with a civil False Claims Act
qui tam lawsuit filed in the U.S. District Court for the Middle Dis-
trict of Tennessee in September 2003 by Robert Fry:, a former
employee alleged to have worked for Guidant from 19%1 to 1997.
The lawsuit claims that Guidant violated federal law and the laws
of the States of Tennessee, Florida and California, by allegedly
concealing limited warranty and other credits for upgraded or
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replacement medical devices, thereby allegedly causing hospitals
to file reimbursement claims with federal and state healthcare
programs for amounts that did not reflect the providers' true
costs for the devices. On April 25, 2008, the Court denied Gui-
dant’s motion to dismiss the complaint, but ordered the relator to
file a second amended complaint. On May 4, 2008, the relator
filed a second amended complaint. On May 24, 2006, Guidant
moved to dismiss that complaint, which motion was denied by
the Court on September 13, 2006. On Cctober 16, 2006, the
United States filed a motion to intervene in this action, which was
approved by the Court on November 2, 2006. To date, no state
has intervened in this case. Discovery in this matter is proceed-

ing.
In 2005, the Securities and Exchange Commission began a formal
inquiry into issues related to certain of Guidant's product dis-

closures and trading in Guidant stock. Guidant has cooperated
with the inquiry.

Cn November 3, 2005, a securities class action complaint was
filed on bshalf of purchasers of Guidant stock between
December 1, 2004 and October 18, 2005 in the U.S. District Court
for the Southern District of Indiana, against Guidant and several of
its officers and directors. The complaint alleges that the defend-
ants concealed adverse information about Guidant's defibrillators
and pacemakers and sold stock in violation of federal securities
laws. The complaint seeks a declaration that the lawsuit can be
maintained as a class actior(‘l, monetary damages, and.injunctive
relief. Several additional, related securities class actions wers
filed in November 2005 and January 2006. The Court issued an
order consolidating the complaints and appointed the Iron
Workers of Western Pennsylvania Pension Plan and David Fannon
as lead plaintiffs, Lead plaintiffs filed a consclidated amended
complaint. In August 2006, the defendants moved to dismiss the
complaint. That motion remains pending.

In Gcober 2005, Guidant received administrative subpoenas from
the U.S. Department of Justice U.S. Attorney’s offices in Boston
and Minneapolis, issued under the Health Insurancé Portability &
Accountability Act of 1996. The subpoena from the U.S. Attor-
ney’s office in Baston requests documents concerning marketing
practices for pacemakers, implantable cardioverter defibrillators,
leads and related products. The subpoena from the
U.S. Attorney’s office in Minneapolis requests documents relating
to Guidant’s VENTAK PRIZM® 2 and CONTAK RENEWAL® and
CONTAK RENEWAL 2 devices. Guidant is cooperating in these
rmatters.

On May 3, 2006, Emergency Care Research Institute (ECRI) filed
a complaint against Guidant in the U.S. District Court for the

Eastern District of Pennsylvania generally seeking a declaration
that ECRI may publish confidential pricing information about
Guidant's medical devices. The complaint seeks, on constitutional
and other grounds, a declaration that confidentiality clauses con-
tained in contracts between Guidant and its customers are not
binding and that ECRI does not tortiously interfere with Guidant’s
contractual relations by obtaining and publishing Guidant pricing
inforrmation. Guidant's motion to transfer the matter to Minnesota
was denied and discovery is proceeding in the Eastern District of
Pennsylvania. On November 14, 2007, the complaint was dis-
missed pursuant to a settlement agreement between the parties.

On July 17, 2008, Carla Woods and Jeffrey Goldberg, as Trustees
of the Bionics Trust and Stockholders' Representative, filed a
lawsuit against us in the .5, District Court for the Southern Dis-
trict of New York. The complaint aileges that we breached the
Agreement and Plan of Merger among us, Advanced Bionics
Corporation, the Bicnics Trust, Alfred E. Mann, Jeffrey H. Greiner,
and David MacCallum, collectively in their capacity as Stock-
holders’ Representative, and others dated May 28, 2004 {the
Merger Agreement) or, alternatively, the covenant of good faith
and fair dealing. The complaint seeks injunctive and other relief.
On February 20, 2007, the district court entered a preliminary
injunction prohibiting us from taking certain actions until we
complete specific actions described in the Merger Agreement.
We appealed the preliminary injunction order on March 16, 2007.
On April 17, 2007, the District Court issued a permanent
injunction. On May 7, 2007, we appealed the permanent
injunction order. A hearing on the appeal was held on July 13,
2007. On August 24, 2007, the U.S. Court of Appeals for the
Second Circuit affirmed the order of the District Court in part and
vacated the order in part. In connaction with an amendment to
the Merger Agreement and the execution of related agresments
in August 2007, the parties agreed to a resolution to this litigation
contingent upon the closing of the Amendment and related
agreements. On January 3, 2008, the closing contemplated by
the amendment and related agreements occurred and on Jan-
uary 9, 2008, the District Court sntered a joint stipulation vacating
the injunction and dismissed the case with prejudice.

On January 16, 2007, the French Competitiocn Council (Conseil de
la Concurrence which is one of the bodies responsible for the
anforcement of antitrust/competition law in France} issued a
Statement of Objections alleging that Guidant France SAS
("Guidant France”) had agreed with the four other main suppliers
of implantable cardiac defibrillaters {"ICDs"”) in France to collec-
tively refrain from responding to a 2001 tender for ICDs
conducted by a group of seventeen (17) University Hospital
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Centers in France. This alleged collusion is glleged to be contrary
to the French Commercial Code and Article 81 of the European
Community Treaty. Guidant France filed a response to the State-
ment of Objections on March 29, 2007.-On June 25, 2007, a
further report by the case handler at the Competition Council was
issued addressing the defendants’ responses and recommending
that the Council pursue the alleged violation of competition law.
Guidant France filed its full defense with the Council in August
2007. A hearing before the Council was held, on October 11,
2007. On December 19, 2007, the Council found that the
suppliers had viclated competition law and assessed monetary
fines, however, each of the suppliers were fined amounts
considerably less than originally recommended. Guidant France
did not appeal the decision of the Competition Council but other
defendants did. In reaction, the French Ministry of the Economy
and Finance filed an incidental recourse seeking aggrévated sanc-
tions against all defendants. Guidant France éxpects to join the
appellate proceedings.

On February 28, 2007, we received a letter from the Congres-
sional Committee on QOversight and Government Reform
requesting information relating to our TAXUS stent systems. The
Committee's request expressly related to concerns about the
safety and off-label use of drug-eluting stents raised by a recent
FDA panel. We are one of two device companies asked to pro-
vide information about research and marketing activities relating
to drug-eluting stents. We are cooperating with the Committee
regarding its request.

In Dacember 2007, we were informed by the Department of
Justice that it is conducting a civil investigation of allegations that
we and other suppliers improperly promoted biliary stents for
off-label uses. Although we have not received a subpoena for
documents in this regard, we intend to cooperate with the inves-
tigation. : '

FDA Warning Letters .

On December 23, 2005, Guidant received an FDA warning letter
citing certain deficiencies with respect to its manufacturing
quality systems and record-keeping procedures in its CRM facility
in St. Paul, Minnasota. In April 2007, following FDA reinspecticns
of our CRM facilities, we resolved the warning letter and all
associated restrictions were removed.

On January 26, 2006, legacy Boston Scientific received a corpo-
rate warning letter from the FDA, notifying us of serious
regulatory problems at three facilities and advising us that
our corrective action plan relating to three site-specific warning
letters issued to us in 2005 was inadeguate. As stated in this FDA

warning letter, the FDA may not grant our requests for
exportation certificates to foreign governments [or approve
pre-market approval applications for class Il devices to which the
quality control or current good manufacturing practices deficien-
cies described in the letter are reasonably related until the
deficiencies have been corrected. in February 2008, the FDA
commenced its reinspection of certain of our facilities

In August 2007, we received a warning tetter from the FDA
regarding the conduct of clinical investigations associated with
our abdomina!' aortic aneurysm (AAA} stent-graft program
acquired from TriVascular, Inc. We are taking corrective action
and have made certain commitments to the FDA ragarding the
conduct of our clinical trials. We terminated the TriVascular AAA
program in 2006 and do not believe the recent warning letter will
have an impact on the timing of the resolution of our corporate
warning letter.

Litigation-Related Charges

in 2007, we recorded a $365 million pre-tax charge associated
with on-going patent litigation irwolving our Interventionat
Cardiology business.

in 2005, we recorded a $780 million pre-tax charge associated
with. a litigation settlement with Medinol, Inc. On Seltember 21,
2005, we reached a settlement with Medino! resolving certain
contract and patent infringement litigation. In conjunction with the
settlement sgreement, we paid $750 miltion in cash and can-

celled our equity investment in Medinol.

Note M - Stockholders’ Equity
Preferred Stock

We are authorized to issus 50 million shares of preferred stock in
one or more series and to fix the powers, designatilons, prefer-
ences and relative participating, option or other rights theraof,
including dividend rights, conversion rights, voting rights,
redemption terms, liguidation preferences and the {numbaer of
shares constituting any series, without any further vote or action
by our stockholders. At December 31, 2007 and 2006) we had no
shares of preferred stock issued or outstanding.

Common Stock

We are authorized to issue 2.0 billion shares of common 5toci<,
$.01 par value per share. Holders of common stock are entitled to
one vote per share. Holders of common stock are| entitled to
receive dividends, if and when declared by the Board of Diractors,
and to share ratably in our assets legally available for |distribution
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to our stockholders in the event of liquidation. Holders of
common stock have no preemptive, subscription, redemption, or
conversion rights. The holders of common stock do not have
cumulative voting rights. The holders of a majority of the shares
of commaon stock can elect all of the directors and can control our
management and affairs.

We did not repurchase any shares of our common stock during
2007 or 2006. We repurchased approximately 25 million shares of
our common stock at an aggregate cost of $734 million in 2005.
Approximately 37 million shares remain under previous share
repurchase authorizations. Repurchased shares are available for
reissuance under our equity incentive plans and for general corpo-
rate purposes, including acquisitions and alliances. There were no
shares remaining in treasury at Decernber 31, 2007 due to reis-
suance,

Note N - Stock Ownership Plans
Employee and Director Stock Incentive Plans

Our 2000 and 2003 Long-Term Incentive Plans {the Plans) provide
for the issuance of up to 90 million shares of common stock.
Together, the Plans cover officers, directors, employees and
consultants and provide for the grant of various incentives,
including qualified and nonqualified options, deferred stock units,
stock grants, share appreciation rights, performance-based
awards and market-based awards. The Executive Compensation
and Hurnan Resources Committee of the Board of Directors,
consisting of independent, non-employee directors, may authorize
the issuance of common stock and authorize cash awards under
the plans in recognition of the achievement cf long-term perform-
ance objectives established by the Committee.

Nonqualified options issued to employees are generally granted
with an exercise price equal to the market price of our stock on
the grant date, vest over a four-year service period, and have a
ten-year contractual life. In the case of qualified options, if the
recipient owns more than ten percent of the voting power of all
classes of stock, the option granted will be at an exercise price of
110 percent of the fair market value of our common stock on the
date of grant and will expire over a period not to exceed five
years, Non-vested stock awards (awards other than options)
issued to employees are generally granted with an exercise price
of zero and typically vest in four to five equal installments over a
five-year service period. These awards represent our commitment
to issue shares to recipients after a vesting period. Upon each
vesting date, such awards are no longer subject to risk of for-
feiture and we issue shares of our common stock to the recipient.

We generally issue shares for option exercises and non-vested
stock from our treasury, if available.

During 2004, the FASB issued Statement No. 123(R), Share-
Based Payment, which is a revision of Statement No. 123,
Accounting for Stock-Based Compensation. Statement No. 123(R}
supersedes APB Opinion No. 25, Accounting for Stock Issued to
Employees, and amends Statement No. 95, Statement of Cash
Flows. In general, Statement No. 123{(R) contains similar
accounting concepts as those described in Statement No. 123.
However, Statement No. 123(R} requires that we recognize all
share-based payments to employees, including grants of
employee stock options, in our consolidated statements of oper-
ations based on their fair values. Pro forma disclosure is no longer
an alternative,

We adopted Statement No. 123(R) on January 1, 2006 using the
modified-prospective method, which is a method in which
compensation cost is recognized beginning with the effective
date (i} based on the requirements of Statement No. 123(R} for all
share-based payments granted after the effective date and
(i} based on the requirements of Statement No. 123 for alt
awards granted to employees prior to the effective date of
Statement No. 123(R) that were unvested on the sffective date.
In accordance with this method of adoption, we have not restated
prior period results of operations and financial position to reflect
the impact of stock-based compensation expense. Prior to the
adoption of Statement No. 123(R), we accounted for options
using the intrinsic value method under the guidance of APB
Opinion No. 25, and provided pro forma disclosure as allowed by
Statement No. 123,

The following presents the impact of stock-based compensation
on our consclidated statements of operations for the years ended
December 31, 2007 and 2006 for options and restricted stock
awards: '

¥oar Endad December 31,

{in miltions) 2007 2006
Cost of products sold $19 $ 15
Selling, general and administrative expenses 76 74
Besearch and development expenses 7 24
122 113

Income tax benafit 35 32
$ 87 $ 81

Net income {loss) per common share—basic $0.06 $0.06
Net income {loss) per common share-—assuming dilution $0.06 $0.08

If we had elected to recognize compensation expense in 2005 for
the granting of options under stock option plans based on the fair
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values at the grant date consistent with the methodology pre-
scribed by Statement No. 123, we would have reportéd net
income and net income per share as the following pro forma
amounts:

Year Ended

{in millioes, excapt per share data) Dacember 31, 2005
Net income, as reparted $628
Add: Stock-based compensation expense inctuded in net income, net

of related tax effects 13
Less: Total stock-based compensation expense determined under fair

valua based methods for all awards, net of related tax benefits L1
Pro forma net income . §$567

Netincome per common share -

Basic
Reported $0.76
Pro forma $0.69
Assuming dilution )
Reported ! 8079
Pro forma - $0.68
Stock Options

Option Valuation

Woe use the Black-Scholes option-pricing model. to calculate the
grant-date fair value of our stock options. In ¢conjunction with-the
Guidant acquisition, we converted certain outstanding Guidant
options into approximately 40 million fully vested Boston Scien-
tific options, See Note C—Acquisitions for further details
regarding the fair value and valuation assumptions related to
those awards. We calculated the fair value for all other options
granted during 2007, 2006 and 2005 using the following esti-
mated weighted-average assumptions:

Yedr Ended Dacember 31,
2007 ., 2008 2005

Options granted (in thousands} 1,969 5,438 - 7,983
Weighted-average exercise price $15.5% $21.48 $30.12
Weighted-average grant-date fair

valua $ 683 $ 781 $12.18
Black-Scholes Assumptions

Expected volatility 5% 30% 3%

Expacted term {in years) 6.3 50 .00

Risk-free interest rate 405%-496% | 4.26%-5.78% | 3.37%-447%

Expected Volatility

We have considered a number of factors in estimating volatility.
For options granted prior to 2006, we used our historical volatility
as a basis to estimate expected volatility in our valuation of stock
options. Upon adoption of Statement No. 123(R),'we changed our
method of estimating volatility. We now consider historical vola-

tility, trends in wvolatility within our industry/peeL group, and
implied volatility.

Expected Term

We estimate the expected term of our options using historical
exercise and forfeiture data. We believe that this historical data is
currently the best estimate of the expected term of our new
option grants.

Risk-Free Interest Rate

We use vield rates on U.S. Treasury securities for a period approx-
imating the expected term of the award to estlmate the risk-free
interest rate in our grant—date fair value assessment

Expected Dividend Yield

We have not historically paid dividends to our shareholders. We
currently do not intend to pay dividends, and intend to retain all of
our earnings to repay indebtedness and invest in the continued
growth of our business. Therefore, we have &ssumed an
expected dividend vyield of zero in our grant-date fair value
assessment.

Option Activity
v b

Information related to stock options for 2005, 2006 and 2007
under stock incentive plans is as follows:

BOSTON SCIENTIFIC AND SUBSIDIAREIES

Walnhml
. Avumga
ngght-d- Remalm:llg Aggregate
* Average ‘| Contractual| Intrinsic
Options Exarcise Lils i Valus
{in thousands) | Price {in yoars) |lin millions)

ﬂuma:iding at.January 1, 2005 45,028 $18

Granted 798 0

Exercised : {5,105} 12

Cancelled/forfeited . {1.621) 28
Outstending at December 31, 2005 50,285 20

Guidant converted options 39,649 13

Granted . 5438 21

Exercised {10,548} 1 ,

Cancelled/forfeited (1,793 25

]

Cunstanding at December 31, 2006 83,031 $18

Granted . 1,969 16

Exercised |7,190] 12

Exchanged for DSUs ’ © 16,589} KX}

Cancelled/forfeited {2,470} .24
Qutstanding at Dacember 31, 2007 68,741 $17 4 $46
Exercisable at Dacember 31, 2007 59,045 $18 3 $46
Expected to vest as of ’

December 31, 2007 56,151 $17 4 $46
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On May 22, 2007, we extended an offer to our non-director and
non-executive employees to exchange certain outstanding stock
options for deferred stock units (DSUs). Stock options previously
granted under our steck plans with an exercise price of $25 or
more per share were exchangeable for a smaller number of
DSUs, based on exchange ratios derived from the exercise prices
of the surrendered options. On June 20, 2007, following the
expiration of the offer, our employess -exchanged approximately
6.6 million options for approximataly 1.1 .million DSUs, which
were subject to additional vesting restrictions. Wé did not record
incremental stock compensation expense- as a result of these
exchanges because the fair values of the options exchanged
equaled the fair values of the DSUs issued. |

The total intrinsic value of options exercised in 2007 was $28
million as compared to $102 million in 2006.

Shares reserved for future stock option. issuance l‘m.der our stock
incentive plans totaled approximatsly 83 million at December 31,
2007. ) .

No‘ri- Vested Stock . .

Award Valuation

We value restricted stock awards and DSUs based-on the closing
trading value of our shares on the date of grant.

Award Activity

Information related to non-vested stock awards during 2006 and
2007, including those issued in connection with our stock option
axchange program discussed above, is as follows: -

v . Non-Vested . Weighted-Average
Stock Award Units . Grant-Date Fair
{in thousands) " Value

Balance at January 1, 2006 . T3834 ’ $30
Granted 6,580 23

Vested . . + (82) 32-
Forfeited {487) 28
Balance at December 31, 2006 Y T 26

QOption exchange grants RN kD 16

QOther grants .- 9548 -7

Vested _ e o '
Forfeited {1.621) ' 2
Balance at Dacember 31, 2007 18,136 . .. $20

We granted approximately 3.9 million non-vested stock award
units in 2005; there was no other significant non-vested stock
award activity in 2005. The total vesting date fair value of stock

award units that vested during 2007 was approximataly $15 mil-
lion, as compared to $1 million in 2006. -

CEO Award

During the first quarter of 2006, we granted a special market-
based award of two million deferred stock units to our chief
executive officer. "The attainment of this award is based on the
individual's contlnued employment and our stock reaching certaln
spemfled prices as of December 31, 2008 and December 31,
2009. We determined the fair value of the award to be approx-
imataly $15 million based on a Monte Carlo simulation, using the
following assumpfions:

Stock price on date of grant ’ ' ) '$24.42

Expected volatility " S a3
Expectet'! term (inyears} * ¢ 384
Risk-free rate : . 4.64%

We will recognize the expense in our congolidated statement of
operations using an accelerated attribution method through 2008

Expeme Attrzbutwn ; e

We generally recognize compensatlon expense for our stock
awards issued subsequent to the adoption of Statement
No. 123(R) using a straight-line method over the substantive
vesting period. Pricr to the adoption of Statement No. 123(R}, we
allocated the pro forma compensation expense for stock option
awards over the vesting period using an accelerated attribution
method. We will continue to amortize, compensatlon expense
related to stock option awards granted prior to the adoptlon of
Statement No. 123(R} using an accelerateﬁ,.aurlbutlon method.
Prior to the adoption of Statement No. 123(R}, we recognized

compensation expense for non-vested stock awards over the

vesting period using & straight-line method. We will continue to
amortize compensation expense related to non-vested stock
awards granted prior to the adoption of Statement No. 123(R}

using a straight-line method.

We recognize stock-based compensation expense for the value of
the portion of awards that are ultimately expected to vest. State-
ment No. 123(R) requires forfeitures to be estimated at the time
of grant and revised, if necessary,,in subsequent periods if actual
forfeitures differ from those estimates. The term “forfeitures” is
distinct from “cancellations” or "expirations” and represents only
the unvested portion of the surrendered option. We have applied,
based on an analysis of our historical forfeitures, an annual for-
feiture rate of eight percent to all unvested stock awards as of

v

o '
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December 31, 2007, which represents the portion that we expect
will be forfeited each year over the vesting period. We will
re-evaluate this analysis pertodically and adjust the forfeiture rate
as necessary. Ultimately, we wili only recognize expense for
those shares that vest. :

Most of our stock awards provide for immediate vesting upon
ratirement, death or disability"bf the participant. Prior to the adop-
tion of Statement No.' 123(R), we accounted for the pro forma
compensation expense're!ated to stock-based awards made to
retirement eligible individuals using the stated vasting period of
the award. This approach results in the fecog'ni"tion of compensa-
tion expense over the vesting period except in the instance of the
participant’s actual retirement. Statement No. 123(R) clarified the
accounting for stock-based awards made to retirerment eligible
individuals, which explicitly provides that the vesting period for a
grant. made to a retirement eligible employee is considered
non-substantive and should be ignored when determining the
period over which the award should be expensed. Upon adoption
of Statement No. 123(R}, we are required to expense stock-based
awards over the period between grant date and retirement eligi-
hility or immediately if the employes is retirement eligible at the
date of grant. If we had historically accounted for stock-based
awards made to retirement seligible individuals under these
requirements, the pro forma expense disclosed in the table above
for 2005 would not have been materially impacted.

- Unrecognized Compensation Cost

Under the provisions of Statement No. 123(R), we expect to
recognize the following future expense for awards outstanding as
of December 31, 2007:

Woeighted-
: Average
Unrecognized .  Remaining
Componsation Vesting
Cost Period
{in millions)* {in yoars)
Stock options $ 2
Non-vested stock awards m
i $203 33

Although total cash flows under Statement No. 1[23(R) remain
unchanged from what we would have reported under prior
accounting standards, our net operating cash flows are reduced
and our net financing cash flows are increased due to the adoption
of Statement No. 123{R). There were excess tax benefits of $2
million for-2007 and $7 million for 2006, which we have classified
as financing cash flows. There wera excess tax benefits of $28
million for 2005, which we have classified as operating cash flows.

Employee Stock Purchase Plans

In 2006, our stockholders approved and adopted a new global
employese stock purchase plan, which provides for the granting of
options to purchase up to 20 million shares of our common stock
to all eligible employees. The terms and conditionsiof the 2006
employee stock purchase plan are substantially similar to the
previous employee stock purchase plan, which expired in 2007.
Under the employee stock purchase plan, we grant each eligible
emplayee, at the beginning of each six-month offering period, an
option to purchase shares of our common stock équal to not
more than ten percent of the employee’s eligible caompensation
or the statutory limit under the U.S. Internal Revenue Codé. Such
options may be exercised generally only to the extent of accumu-
lated payroll deductions at the end of the offering period, at a
purchase price equal to S0 percent of the fair market Ivalue of our
common stock at the beginning or end of sach offetring period,
whichaver is less. This discount was reduced from 15 percent to
ten percent effective for the offering period beginning July 1,
2007. At December 31, 2007, there were approximately
16 million shares available for future issuance |under the
employee stock purchase plan.

Information related to shares issued or to be issued in'connection
with the employee stock purchase plan based on employee con-
tributions and the range of purchase prices for the giveh year is as
foliows:

Vzm 2008 2005
Shares issued (in thousands) 3.4!8 2,765 ‘ | 1,445
Range of purchase prices $10.47 - $13.04 $14.20-$14.31 $20.82 - $22.95

*Amounts presented rapresant compansation cost, net of estimated forfeitures.
Tax Impact of Stock-Based Compensation

Prior to the adoption of Statement No. 123(R), we reported the
benefit of tax deductions in excess of recognized share-based
compensation expense on our consolidated statements of cash
flows as operating cash-flows. Under Staternent No. 123{R), such
excess tax benefits must be reported as financing cash flows.

We use the Black-Scholes option-pricing model to calculate the
grant-date fair value of shares issued under the empl?yee stock

‘purchase plan. We recognize expense related to shares pur-

chased through the employee stock purchase plan ratably over
the offering period. We recognized $13 million in expense asso-
ciated with our employee stock purchase plan in 2007 and $12
million in 2006. o
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In connection with our acquisition. of Guidant, we assumed
Guidant’'s employee stock ownership plan (ESCP), which
matches employee 401(k) contributions in the form of stock.
Common stock held by the ESOP are allocated among partic-
ipants’ accounts on a periodic basis until these shares are
exhausted. At December 31, 2007, the ESOP held approximately
8.0 million shares allocated to employee accounts and approx-
imately 1.0 million unallocated shares. We report the cost of
shares held by the ESOP and not yet allocated to employees as a
reduction of stockholders’ equity. Allocated shares of the ESOP
are charged to expense based on the fair value of the common
stock on the date of transfer. Allocated shares are treated as
outstanding in the computation of earnings per share. As part of
the Guidant purchase accounting, we recognized deferred costs
of $86 million for the fair value of the shares that were
unallocated on the date of acquisition. We recognized compensa-
tion expense of $23 million in 2007 and $19 million in 2006
related to the plan. The fair value of the unaliocated shares at
December 31, 2007 was $11 million.

Note O - Weighted-Average Shares
QOutstanding

The following is a reconciliation of weighted-average shares
outstanding for basic and diluted income (loss) per share
computations: '

Ysar Ended Decomber 31,
fin millions} 2007 2008 2005
Woeighted-average shares outstanding—basic " 1,488.9 12737 | a8
Net effect of common stock equivalents . ) 118
Weighted-average shares outstanding—assuming . ]
gilution 14868 | 12737 8376

. N [ .
Weighted-average shares outstanding, assuming dilution,
exciudes the impact of 42.5 million stock options for 2007,
30.3 raillion for 2008, and 12.2 million for 2005, due to -the
exercise prices of these stock options being greater than the
averaga fair market value of our common stock during the year.

In addition, weighted-average shares outstanding, assuming dilu-
tion, excludes the impact of common stock equivalents of
13.1 miillion for 2007 and 15.6 miillion for 2006 due to our net loss
position for those years. '

Note P - Segmén; Reporting .

As of December 31, 2007, we had four reportablé operating
segments based on geographic regions: the United States,
Europe, Asia Pacific and Inter-Continental. During 2007, we
reorganized our international business, and therefore, revised our
reportable segments to reflect the way we currently manage and
view our business. We combined certain countries that were
previously part of our Inter-Continental region with Japan to form
a new Asia Pacific region. There were no material changes to the
composition of our Europe or United States segments. Each of
our reportable segments generates revenues from the sale of
medical davices. The reportable segments represent an
aggregate of all operating divisions within each segment. We
measure and evaluate ocur reportable segments based on seg-
ment income. We exclude from segment income and segment
assets certain corporate and manufacturing-related expenses and
assets, as our corporate and manufacturing functions do not mset
the definition of a segment, as defined by FASB Statement
No. 131, Disclosures about Segments of an Enterprise and
Related Information. In addition, certain transactions or adjust-
ments that our Chief Operating Decision Maker considers to be
nen-recurring and/or non-operational, such as amounts related to
acquisitions, divestitures, restructuring activities, certain litigation,
as well as amortization expense, are excluded from segment
income. Although we exclude these amounts from segment
income, thay are included in reported consolidated net income

'(1oss) and are included in the reconciliation below.

We manage our intarnational operating segments on a constant
currency basis. Sa!es and operating results of reportable seg-
ments are based on internally derived standard foreign exchange
rates, which may differ, from year to year and do not include inter-
segment profuts We have restated the segment information for
2006 -and- 2005 net sales and operatmg results based on-our
standard foreugn exchange rates used for 2007 in order to remove

the impact of currency fluctuations. In addition, we have
‘reclassified previously reported 2006 and 2005 segment results

to be consistent with the 2007 presentation. Because of the
interdependence of the reportable segments, the operating profit
as presented may not be representative of the geographic dis-
tribution that would occur if the segments were not
interdependent. We base total assets and enterprise-wide

information on actual foreign exchange rates used in our con-
solidated financial statements. A reconciliation of the totals

reported for the reportable segments to the applicable line items
in our consolidated financial statements is as follows:
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) ' Year Ended December 31, Entﬁprise— Wide Infbmﬁon
{in millions) 2007 2006 2005
Not sales . Net sales . N ,
United States v |-84823 $4.840 $3852 — e -
Europe 1,62t o153 1,187 — - : Year Endedﬂ;l;camhar,ﬂ
Asia Pacific 1o 964 857 tn it 20 | o
Inter-Contingntal . 47, 445 3. Interventional Cardiology - $3,117 S3,E|12 $3,793
i Cardiac Rhythm Management 2124 1,3 N/A
Net sales allocated to reportable segments 5| -, 8,139 7183 6,259 oth 1320 ) 2i58 1124
: g . . . .
Fareign axchange . e | 38 24 7
Cardiovascular 6,561 ©o8am 4,907
7 7821 - 6,283 ' )
583 S1m L4 Endasurgery- - 5 14718 1,3?6 1,228
Deprociation expense . » N Neuromodulation - . 317 2?4 . 148
United States s 4 | s B s o , - $8357 | 781, | $6283
! . PYIN . |
Europe [l United States . 923 | $4800 | $382
As:a:ml!c | . : 14t LA : Japan 803 54!4 579
Inter Continenta - 6 o« 5 Other foreign countries 2,631 2,387 1.852
Depreciation expensa allocated to reportable R .
segments N T 60, . M : ) $8.357 | $181 $6.283
Manufacturing operations 120 103 87 N '
! Corporate expansas and foraign exchange T 104 g8 44 Long-lived assets .
| (AR T i :
| ) $ 293 $ 25 $ 162 . As of December 3,
: - {in millions} 2007 2006
{Loss) income befors income taxes Co. ' United States ) s $ 162 $ 1278
United States -§1362 |.-$1.705 $1.738 eland '23 5' , '190
Eurape . ' T K 77? 564 Qther foreign countries 138-‘; 175
Asia Pacifc o9, | w7 | e e - —
Inter-Continental " 188 208 165 Preperty, plant and equ_ipmnl, net 1,735 1,644
L. . : Goodwil| and intangible assets 23,067 22,318
Operating income allocated to reportable., . .
segments c 3,025 319 '| 3016 . _ $24 802 2072
Manufacturing operations v ' (646) {577) " 1408) ’
Corporate expenses and foreign exchange ' “[529f s | (38s . )
Acquisition-, divestityre-, litigation-and ‘ ‘NOte Q New Accountmg Standards
restructuring-related charges C (1,223} ] - {4528} (1,102} Standards Implem ented
Amortization expense o B41) |- (830) | - (152
Operating {loss) income . T {2.949} 968 Interpretation No. 48 ‘ .
T : : . - 77 .- v . . ,
Other expense [555) 4586} L in July 2008, the FASB issued Interpretation No. 48] Accounting

$ ‘5@ $3.5385) $ & for Uncertainty in Income Taxes, to create a single model to

address accounting'for uncertainty in tax positions. We adopted

- As of Dacember 31, . . .

0 | 206 Interpretation No. 48 as of the first quarter of 2007. Interpretation

Total assots . Lo N No. 48 requires the use of a two-step approach for! racognizing
United States _ $2168 | §2711 and measuring tax bénefits taken or expected to be taken in a tax
Europe ) ) ) .l _ 1,51;3' ™ return, as well as enhanced disclosures regarding ungertainties in
Asia Pacific ' i ‘ 479 "o income tax positions, including a roll forward of tax benefits taken
Inter-Continental - 82 142 that do not qualify for financial statement recognition. Refer to
Total assets allocated to reportable segments ' , 48l 3922 Note K—income Taxes for more information regarding our
Goodwill and intangible assets o ' 23,067 2318 application of interpretation No. 48 and its impact on our con-
All other corparate and menufatturirig operations assats - 3678 4582 solidated financial statements for the year ended December 31,

1,197 ' $30,882 2007.
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Statement No. 158

In Septermber 2006, the FASB issued Statement No. 158,
Employers” Accounting for Defined Benefit Pension and Other
Postretirament Plans, which amends Statements Nos. 87, 88,
106 and 132(R}. Statement No. 158 requires recognition of the
funded status of a benefit plan in the consoclidated statements of
financial position, as well as the recognitio'n of certain gains and
losses that arise during the period, but are deferred under pen-
sion accounting rules, in other comprehensive income (loss). We
adopted Statement No. 158 in 2006.

Issue No. 06-3

In June 2008, the FASB ratified EITF Issue No. 06-3, How Taxes
Collected from Customers and Remitted to Governmental Author-
ities Should Be Presented in the Income Statement (That s,
Gross versus Net Presentation). The scope of this consensus
includes any taxes assessed by a governmental authority that are
directly imposed on a revenue producing transaction between a
seller and a customer and may include, but are not {imited to:
sales, use, value-added, and some excise taxes. Per the con-
sensus, the presentation of these taxes on either a gross

{included in revenues and costs) or a net {excluded from rev- -

enues) basis is an accounting palicy decision that should be
disclosed. We present sales net of sales taxes inour unaudited
condensed consolidated statements of operations. We adopted
issue No. 06-3 as of the first quarter of 2007. No change. of
presentation has resulted from our adoption of Issue No. 06_-3.

Statement No. 123(R)

In December 2004, the FASB issued statement No. 123(R),
Sharg-Based Fayment, which is a revision of Statement No. 123,
Accouriting for Stock-Based Compensation. Statermnent No, 123(R)
supersedes Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees, and amends FASB
Statement No. 85, Statement of Cash Flows. We adopted State-
ment Mo, 123(R} as of January 1, 2006. Refer to Note N--Stock
Ownership Plans for discussion of our adoption of the standard
and its impact on our financial statements.

New Standards to be Implemented

Statement No. 141{R}

In December 2007, the FASB issued Statement No. 141 (R),
Business Combinations, a replacement for Statement No. 141,
Business Combinations. The Statement retains the fundamental
requirements of Statement No. 141, but requires the recognition

of ait assets acquired and liabilities assumed in a business combi-
nation at their fair values as of the acquisition date. It also
requires the recognition of assets acquired and liabilities assumed
arising from contractual contingencies at their acquisition date fair
values. Additionally, Statement No. 141{R) supersedes FASB
interpretation No. 4, Applicability of FASB Statement No. 2 to
Business Combinations Accounted for by the Purchase Method,
which required research and development assets acquired in a
business combination that have no alternative future use to be
measured at their fair values and expensed at the acquisition
date. Statement No. 141(R} now requires that purchased research
and development be recognized as an intangible asset. We are
required to adopt Statement No. 141(R) praspectively for any
acquisitions on or after January 1, 2009,

Staternent No. 157

In September 2006, the FASB issued Statement No. 157, Fair
Value Measurements. Statement No. 157 defines fair value,
establishes aframework for measuring fair value in accordance
with U.S. GAAP, and expands disclosures about fair value meas-
urements. Statement No. 157 does not require any new fair value
measurements; rather, it applies to other accounting pronounce-
ments that require or permit fair value measurements. We are
required to apply the provisions of Statement No. 157 pro-
spectively as of January 1, 2008, and recognize any transition
adjusiment as' a curmulative-sffect adjustment to tha opening

"balance of retained earnlngs We are in the process of

determining the offect of adoptlon of Statement No. 157, but we
do not beligve its adoption will materially impact our future results
of operations or financial position.

Statement No. 159

in February 2007, the FASB issued Statement No. 153, The Fair
Value Option for Financial Assets and Financial Liabifities,
including an amendment of FASB Statement No. 115, which
allows an entity to elect to record financial assets and liabilities at
fair value upon their initial recognition on a contract-by-contract
basis. Subsequent changes in fair value would be recognized in
earnings as the changes occur. Statement No. 159 also estab-
lishes additional disclosure requiraments for these items stated at
fair value, Statermnent No. 159 is effective for our 2008 fiscal year,
with early adoption permitted, provided that we also adopt
Statement No, 167, Fair Value Measurements. We are currently
evaluating the impact that the adoption of Statement No. 189 will
have on our consolidated financial statements.
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QUARTERLY RESULTS OF OPERATIONS

(in millions, except per share data)

funaudited)
i ' Thros Months Ended

March 31, June 30, Sopt 30, Doc ¥,
207
Net sales $2086 $20m $2048 $2.182
Gross profit ' o 1518 1,508 1.473; 1.517
Operating income {loss) a : , 82, 20 t‘|47‘) (430}
Nat income {loss) - ' 120 115 (2?2|) {458)
Net income (loss) per common share-—basic ] $ 008 $ 008 $(0.18Il $(0.31)
Net incame {loss} per common share—assuming dilution . . $ 008 $ 008 $10.18) $(60)
2006 .
Net sales ' : $1520 $2119 SZ.OZBI $2,065
Gross profit i 1.246 1433 . 1,396 1,539
(perating income (loss) T 497 {3.925) 195" 284
Net income {lass), , e, ; - 332 {4,262} 6 mn
Net income (lnss]percommun share—basw $ 040 $ {3.21) $ 005 $019
Net income {loss) per common share—assuming ditution : $040 $(321) $ 005 $ 019

During 2007, we recorded acquisition-, divestiture-, litigation- and restructuring-related charges (after tax} of $20 million.in the

first quarter,

$1 million in the second quarter, $435 million in the third quarter and $636 million in the fourth quarter. These charges consisted of: a

charge attributable to estimated losses associated with litigation; restructuring charges attributable to our expense and head
tion initiative: losses associated with the write-down of goodwill attributable to the sale of certain of cur businesses,;

count reduc-
a charge for

in-process research and development costs related to business acquisitions and strategic alliances; and Guidant integration costs.

Dt;ring 2006 we recorded no acquisition-rélated charges (after tax) in the firsi quarier $4.489 biltion in the second ;quarter $77 millionvin
the third quarter and $23 million in the fourth quarter. These charges conmsted of: a charge for purchased in-process research and devel-
opment costs related to the Guidant acquisition; a charge resulting from a purchase accounting associated with the step-up value of
acquired Guidant inventory sold; and other charges related primarily to the Guidant acquisition, including the fair value adjustment related

to the shanng of proceeds feature of the Abbott stock purchase.

BOSTON SCIENTIFIC AND SUBSIDIARIES — 108 —




PART 11

ITEM 9. CHANGES IN AND DISAGREEMENTS
WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Ow management, with the participation of our President and
Chief Executive Officer and Executive Vice President—Finance &
Administration and Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures as of
December 31, 2007 pursuant to Rule 13a-15(b) of the Securities
Exchange Act. Disclosure controls and procedures are designed
to ensure that material information required to be disclosed by us
in the reports that we file or submit under the Securities
Exchange Act is recorded, processed, summarized and reported
within the time pariods specified in the SEC’s rules and forms
and ensure that such material information is accumulated and
communicated to our management, including our Chief Exacutive
Officer and Chief Financial Officer, as appropriate to aflow timely
decisions regarding required disclosure. Based on their evalua-
tion, our Chief Executive Officer and Chief Financial Officer
concluded that as of December 31, 2007, our disclosure controls
and procedures were effective.

Management’s Report on Internal Control over
Financial Reporting

Management’'s report on our internal control over financial
reporting is contained in ltem 7.

Report of Independent Registered Public Accounting
Firm on Internal Cantroﬁer Financial Reporting

The report of Emst & Young LLP on our internal control over
financial reporting is contained in tem 7.

Changes in Internal Control over Financial Reporting

During the quarter ended December 31, 2007, there were no
changes in our internal control over financial reporting that have
materially affected, or are reasonably likely to materially affect,
our internal control over financial reporting.

ITEM 9B. OTHER INFORMATION.

None,
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Our directors and executive officers as of December 31, 2007, were as follows:

DIRECTORS

John E. Absle
Ursula M. Burns
Nancy-Ann DeParle
J. Raymond Elliott

Joel L. Fleishman
Marye Anne Fox, Ph.D.
Ray J. Groves

Kristina M. Johnson

Ernest Maric, Ph.D.

N.J. Nicholas, Jr.

Pete M. Nicholas

John E. Pepper

Uwe E. Reinhardt, Fh.D,

Senator Warren B. Rudman

James R. Tobin

EXECUTIVE OFFICERS
Donald Baim, M.D.
Brian R. Burns
Fredericus A. Colen
Paul Donovan

Jim Gilbert

William H. {Hank) Kucheman
Paul A. LaViolette

Sam R. Leno

William McConnel|
David McFaul

Stephen F. Moreci
Kennath J. Pucel

Lucia L. Quinn

Paul W. Sandman

70
49
51
58

73
80
72
]

69
68
66
69
70

77

63

58
43
5%
52
50
58
50
62
58
51
56
41

60

Director, Founder
Director, President, Xerox Corporation
Director, Managing Director, CCMP Capital Advisors, LLC

Director, Retired Chairman, President and Chief Executive Officer of Zimmer Holdings,
Inc. ’

Director, Professor of Law and Public Policy, Duke University
Director, Chancellor of the University of California, San Diego
Director, Retired Chairman and phief Executive Offi&:er, Emst & Young

Director, Provost and Senior Vice President of Academic Affairs, The Johns Hopkins
University

Director, Chairman and Chief Executive Officer, Capnia, Inc,
Director, Private Investor ’

Director, Founder, Chairman of the Board .
Director, Co-Chair, National Underground Railroad Freedom Center

Director, Professor of Political Economy and Economics and Public Affairs, Rrincaton
University )

Director, Formar U.S. Senator, Co-Chairman, Stonebridge International, LLC{and Of
Counsel, Paul, Weiss, Rifkind, Wharton, & Garrison LLP

President and Chief Executive Officer and Director

Executive Vice President, Chief Medical and Scientific Officer

Senior Vice President, Quality

Executive Vice President, Operations and Technology, CRM

Senior Vice President, Corporate Communications T
Executive Vice President, Strategy and Business Development

Senior Vice President and Group President of Interventional Cardiology
Chief Operating Officer . . ‘
Executive Vice President, Finance and Informétion .Systems and Chief Financial Officer
Senior Vice President, Sales,-Markétihg and Administration, CRM
Senior Vice President, lnterna;ic'nnal _‘ o . ‘
Senior Vice President and Group President, Endosurgery
Executive Vice President, Operations

Executive Vice President, Human Resources

Executive Vice President, Secretary and General Counsel

BOSTON SCIENTIFIC AND SUBSIDIARIES

—110~-




PART 111

Biographical Summaries

John E. Abele, our co-founder, has been a director of Boston
Scientific since 1979. Mr, Abele was our Treasurer fram 1879 to
1992, our Co-Chairman from 1979 to 1995 and our Vice Chairman
and Founder, Office of the Chairman from February 1995 to
March 1996. Mr. Abele is also the owner of The Kingbridge
Centre and Institute, a 120-room conference center in Ontario
that provides special services and research 1o businesses,
academia and government. He was President of Medi-tech, Inc.
from 1970 to 1983, and prior to that served in sales, technical and
general management positions for Advanced Instruments, Inc.
Mr. Abele is the Chairman of the Board of the FIRST (For Inspira-
tion and Recognition of Science and Technology) Foundation and
is also a member of numerous not-for-profit boards. Mr. Abele
receivad a B.A. degree from Amherst College. '

Donaid S. Baim, M.D. joined Boston Scientific in July 2006 and is
our Executive Vice President, Chief Medical and Scientific Officer.
Prior to joining Boston Scientific, Dr. Baim was.a Professor of
Medicine at Harvard Medical School, Senior Physician at the
Brigham and Women's Hospital. He has served as a member of
the Interventional Cardiology Test Committes of the American
Board of Internal Medicine (ABIM). in 1981, Dr. Baim was
recruited to establish an Interventional Cardiology program at
Boston's Beth Israsl Hospital to establish an interventiona
cardiology program. In 2000, he joined the Brigham and Women's
Hospital in Boston, where in addition to his clinical
responsibilities, he directed the hospital's participation in the
Center for the Integration of Medicine and Innovative Technology
{CIMIT). Since 2005, Dr. Baim has also served as Chief Academic
Officer of the Harvard Clinical Research Institute (HCRI), a
not-for-profit organization that designs, conducts, and analyzes
pilat and pivotal trials of new medical devices to support their
approval by the FDA. Dr. Baim completed his undergraduate
training in Physics at the University of Chicago, and then received
a M.D. from Yale University School of Medicins.

Brian R. Burns has been our Senior Vice President of Quality
since December 2004. Praviously, Mr. Burns was our Vice Prasi-
dent of Global Quality Assurance from January 2003 to
December 2004, our Vice President of Cardiology Quality Assur-
ance from January 2002 to January 2003 and our Director of
Quality Assurance from April 2000 to January 2002. Prior to
joining Boston Scientific, Mr, Burns held various positions with
Cardinal Healthcare, Allegiance Healthcare and Baxter Healthcare.
Mr. Burns received his B.S. degree in chemical engineering from
the University of Arkansas.

Ursula M. Burns has been'a Director of Boston Scientific since
2002. Ms. Bumns is President of Xerox Corporation. Ms. Burns
joined Xerox Corporation in 1980, subsequently .advancing
through several engineering and management positions.
Ms. Burns setved as Vice President and General Manager,
Departmental Business Unit from 1897 to 1939, Senior Vice
President, Worldwide Manufacturing and Supply Chain Services
from 1999 to 2000, Senior Vice President, Corporate Strategic
Services from 2000 to October 2001, President of Document
Systems and Solutions Group from 2001 to 2003 and President of
Business Group Operations and Corporate Senior Vice President
untit her most recent appointment in April 2007. She serves on
the boards of directors of Xerox Corporation, American Express
Corporation, the National Association of Manufacturers, the
F..R.S.T. Foundation, the National Center on Addiction and
Substance House at Columbia University and the National
Academy Foundation and is a Trustee of the University of
Rochester. Ms. Burns eamed a B.S. degree from Polytechnic
Institute of New York and an M.S. degree in mechanical
engineering from Columbia University.

Fredericus A. Colen is. our Executive Vice Prasident, Operations
and Technology, CAM. Mr. Colen joined Boston Scientific in 1999
as Vice President of Research and Development of Scimed and,
in February 2001, he was promoted to Senior Vice Prasident,
Cardiovascular Technology of Scimed. Before joining Boston
Scientific, he worked for several medical device companies,
including Guidant Corporation, where he launched the Delta
TODD Pacemaker platform, and St. Jude Medical, where he
served as Managing Director for the European subsidiary of the
Cardiac Rhythm Management Division and as Executive Vice
President, responsible for worldwide R&D for implantable
pacemaker systems. Mr. Colen was educated in The Netherlands
and Germany and holds the U.S. equivalent of a Master's Degree
in Electrical Engineering with a focus on medical technology from
the Technical University in Aachen, Germany. He was the Vice
Prasident of the International Association of Prosthesis Manu-
facturers (IAPM) in Brussels from 1995 to 1997.

Nancy-Ann DeParle has been a Director of Boston Scientific since
April 2008. Ms. DeParle is 2 Managing Director of CCMP Capital
Advisors, LLC. and an Adjunct Professor at The Wharton School
of the University of Pennsylvania. She had been a Senior Advisor
for JPMorgan Partners. Previously she served as the Admin-
istrator of the Health Care Financing Administration {HCFA) {now
the Centers for Medicare and Medicaid Services) from 1997 to
2000. Prior to her role at HCFA, she was the Associate Director
for Health and Personnel at the White House Office of Manage-
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ment and Budget from 1993 to 1997 and served as commissioner
of the Tennessee Department of Human Services from 1987 to
1989.- She has also worked as a iawyer in private practice in
Nashville, Tennessee and Washington, D.C. Ms. DeParle is a
director of Cerner Corporation, DaVita Inc. and Legacy Hospital
Partners, Inc. She is also a trustee of the Robert Wood -Johnson
Foundation, and 'serves on the Medicare Payment Advisory
Commission and serves on the editorial board of Health
Affairs. Ms. DeParle received a B.A. degree from the University of
Tennessee, a J.D. from Harvard Law School, and B.A. and M.A.
degrees in Politics and Economics from Balliol College of Oxford
University, where she was a Rhodes Scholar.

Paul Donovan_ joined Boston Scientific in March 2000 and ‘is our
Senior Vice President, Corporate Communications. Prior to joining
Boston Scientific, Mr. Donovan was the Executive Director of
External Affairs at Georgatown University Medical Center, where
he directed media, government and community relations as well
as employee communications from 1998 to 2000, From 1997 to
1998, Mr. Donovan was Chief of Staff at the United States
Department of Commerce. Fram 1993 to 1997, Mr. Donovan
served as Chief of Staff to Senator Edward M. Kennedy and from
1989 to 1993 as Press Secretary to Senator Kennedy.
Mr. Donovan is a director of the Greater Boston Chamber of
Commerce and the Massachusetts High Technology Councit, and
Secretary of the Massachusetts Medical Device Industry Council.
Mr. Donovan received a B.A. degres from Dartmouth College.

J. Raymond Elliott became a Director of Boston Scientific in
August 2007. Mr. Elliott was the Chairman of Zimmer Holdings,
Inc. until November 2007 and was President and ChIEf Executive
Officer of Zimmer Holdings, Inc. from March 2001 to May
2007. Mr. Elliott was appointed President of Zimmer, In¢c. in
November 1997. Mr. Elliott has more than 35 years of experience
in orthopedics, medical devices and consumer products. He has
served as a director on more than 20 business- related boards in
the U, S Canada, Japan and Europe and has served on six occa-
sions as Chairman. He has served as a member of the board of
directors and chair of the orthopedic sector of the Advanced
Medical Technology Association (AdvaMed) and is a director of
the Indiana Chamber of Commerce, the American Swiss Founda-
tion-and the Bausch + Lomb Corporation. Mr. Elliott has served as
the Indiana representative on the President's State Scholars
Program and as a trustee of the Orthopaedic Research and
Education Foundation (OREF). He holds a bachelor's degree from
the University of Westsrn Ontario, Canada.

Joel L. Fleishman has been a Director of Boston Scientific since
October 1992. He is also Professor of Law and Public Policy at

Duke University where he has served in various administrative
positions, including First Senior Vice Presider|1‘(, since 1971,
Mr. Fleishman is a founding member of the gmlrerning board of
the Duke Center for Health Policy Research and Education and
was the founding director from 1971 to 1983 of Duke University's
Terry Sanford Institute of Public Policy. He is the director of the
Samuel and Rennie Heyman Center for Ethics, Fgublic Policy and
the Professions and the director of the Duke University Philan-
thropic Research Program. From 1993 to 2001 Mr. Fleishman
took a part-time leave from Duke University to sei‘ve as President
of the Atlantic Philanthropic'SeNice Company, tr:ta U.S. program
staff of Atlantic Philanthropies. Mr. Fleishman also serves as a
member of the Board of Trustees of The Center for Effective
Philanthropy and the Partnership for Public Service, Chairman of
the Board of Trustees of the Urban institute, Ghairman of The
Visiting Committee of the Kennedy School of Government, Har-
vard University, and as a director ‘of Polo; Ralph Lauren
Corporation. Mr. Fleishman received A.B., M.A. and J.D. degrees
from the University of North Carolina at Chapel Hill, and an LL.M.
degree from Yale University.

Marye Anne Fox has been a Director of Boston Scientific since
October 2001. Dr. Fox has been Chanceltor of the University of
California, San Diego and Distinguished Professor of Chemisiry
since August 2004. Prior to that, she served as Chgncellor of North
Carolina State University and Distinguished University Professor of
Chemistry from 1998 to 2004. From 1976 to 1998, she was a
member of the faculty at the University of Texas, where she
taught chemistry and held the Waggoner Regents Chair in Chem-
istry from 1991 to 1998. She served as the University's Vice
President for Research from 1994 to 1998, Dr, Fox has served as
the Co-Chair of the National Academy of Sciences’ Government-
University-Industry Research Roundtable and serves on President
Bush's Council of Advisors an Science and Technology. She has
served as the Vice Chair of the Mational Science iBoard. She also
serves on the boards of a number of other scientific, technological
and civic organizations, and is a member of the bo?rds of directors
of Red Hat Corp., the Camille and Henry Dreyfus Foundation, and
the W.R. Grace Co. She has been honored by z? wide range of
educational and professional organizations, and she has authored
more than 350 publications, including five books.|Dr. Fox holds a
B.S. in Chemistry from Notre Dame College, an |M.S. in Organic
Chemistry from Cleveland State University, and a Ph.D. in Organic
Chemistry from Dartmouth College.

James Gilbert joined Boston Scisntific.in 2004 alnd became our
Executive Vice President, Strategy and Business Peve!opment in
2008. Prior to that, he was ocur Executive Vice President and Group
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President, Cardiovascular and oversaw our Cardiovascular Group,
which incudes our Peripheral Interventions, Vascular Surgery,
Neurovascular, Eléctrophysiclegy and Cardiac Surgery. businesses.
Mr. Gilbert also oversees our Marketing Science, E-Marketing, and
Health Economics and Reimbursernent functions. Previously, he
was a Senior Vice President and prior to that worked on a con-
tractor basis as our Assistant to the President from January 2004
to December 2004. Prior to joining Boston Scientific, Mr. Gilbert
spent 23 years with Bain & Company, where he served as a
partner and director and was the managing partner of Bain's
Global Healthcare Practice. Mr. Gilbert received his B.S. degres in
industrial engineering and operations research from Cornell Uni-
versity and his M.B.A. from Harvard Business School.

Ray J. Groves has been a Director of Boston Scientific since
1998. From 2001 to 2005 he served in various roles at
Marsh Inc., including President, Chairman and Senior Advisor, and
is a former member of the board of directors of its parent com-
pany, Marsh & McLennan Companies, Inc. He served as
Chairman of Legg Mason Merchant Banking, tnc. from 1895 to
2001. Mr. Groves served as Chairman and Chief Executive Officer
of Emst & Young for 17 years until his retirement in 1994,
Mr. Groves currently serves as a mamber of the hoards of direc-
tors of Electronic Data Systems Corporation, the Colorado
Physicians Insurance Company, Group Ark Insurance Holdings,
Ltd. and Chairman of Calvert Street Capital Corporation.
Mr. Groves is a member of the Council on Foreign Relations. He
is a former member of the Board of Governars of the American
Stack Exchange and the National Association of Securities Deal-
ers. Mr. Groves is former Chairman of the board of directors of
the American Institute of Certified Public Accountants. He is a
member and former Chair of the board of directors of The Ohio
State University Foundation and a member of the Dean's Advi-
sory Council of the Fisher College of Business. He is a former
member of the Board of Overseers of The Wharton Schoo! of the
University of Pennsylvania and served as the Chairman of its
Center for the Study of the Service Sector. Mr. Groves is an
advisory director of the Metropolitan C)pera Association and a
director of the Collegiate Chorale. Mr. Groves received a B.S.
degree frorn The Ohio State University. '

Kristina M. Johnson has been a Director of Boston Scientific since
April 2006. Dr. Johnson is Provost and Senior Vice President of
Academic Affairs at The Johns Hopkins University. Until July
2007, she was the Dsan-of the Pratt School of Engineering at
Duke University, a position she had held since 1998. Previously,
she served as a professor in the Electrical and Computer
Engineering Dapartment, University of Colorade and director of

the National Science Foundation Engineering Research Center for
Optoslectronics Computing Systems at the University of Colo-
rade, Boulder. Dr. Johnson is a co-founder of the GColorado
Advanced Technology Institute Center of Excellence in Optoelec-
tronics and serves as a director of Minerals Technologies, Inc.,
AES Corporation and Nortel Corporation. Dr. Johnson also serves
on the board of directors of SPIE (The International Society for
Optical Engineering) and Spark IP, a privately held Corboration. Dr,
Johnson was a Fulbright Faculty Scholar in ‘the Department of
Electrical Engineering at the University of Edinburgh, Scotland,
and a NATQ Post-Doctoral Fellow at Trinity College, Dublin, Ire-
land. Dr. Johnsen received B.S., M.S. and Ph.D. degrees in
alectrical engineering from Stanford University. o

William H. Kucheman joined Boston Scientific in 1995 as a result
of the merger between Boston Scientific and SCIMED Life
Systems, Inc. and is our Senior Vice President and Group Presi-
dent of the Interventional Cardiclogy Group. Previously,
Mr. Kucheman served as.our Senior Vice President of Marketing.
Prior to joining Boston Scientific, he held a variety of management
positions in sales and marketing for SCIMED Life Systems, Inc.,
Charter Medicai .Corporation, and Control Data Corporation. He
hagan his career at the United States Air Force Academy Hospital
and later was Healthcare Planner, Office of the Surgeon General,
for the United States Air Force Medical Service. Mr. Kucheman
has served on several industry boards including the board of
directors of the Global Health Exchange, the Commiites on
Payment and Policy, and AdvaMed. He has also served on the
Board of Advisors to MillenniumDoctor.com and the Board of
Advisors to the College of Business, Center for Services
Marketing and Management, Arizona State University.
Mr. Kucheman earmed a B.S. and a M.B.A, from Virginia Poly-
tachnic Institute and State University,

Paul A. LaViolette joined Boston Scientific in January 1994 and.is
our Chief QOperating Officer. Praviously, Mr. LaViolette was Presi-
dent, Boston Scientific international, and Vice President-
International  from January 1994 to February 1995, In
February 1995, Mr. LaViolette was elected to the position of
Senior Vice President and Group President-Nonvascular Busi-
nesses. in October 1998, Mr. LaViolette was appointed President,
Boston Scientific International, and in February 2000 assumed
responsibility for the Boston Scientific's Scimed, EPT and Targst
businesses as Senior Vice President and Group President, Car-
diovascular. In March 2001, he also assumed the position of
President, Scimed. Prior to joining Boston Scientific, he was
employed by C.R. Bard, Inc. in various capacities, including Presi
dent, U.S.C|. Division, from July 1993 to November 1993,

— 115~

BOSTON SCIENTIFIC AND SUBSIDIARIES




PART IN

President, U.S.C.I. -Angioplasty Division, from January 1993 to
July 1993, Vice President and General Manager,.U.S.C.l. Angio-
plasty . Division, from August 1991 to.January 1893, and Vice
President U.S:.C.I. Division, from January 1920 to August 1991,
Mr. LaViolette received his B.A. degree from Fairfield :University
and an M.B.A. degree from Boston College.’

Sam R. Leno is our Chief Financial Officer and Executive wcé
President of Finance and Information Systems Mr. Leno joined
us in June 2007 from Zimmer Holdings, Inc. where he served as
its Executive Vice Pre3|dent, Finance and Corporate Services and
Chief Financial Officer, a position to which he was ‘appointed in
December 2005. From October 2003 to December 2005,
Mr. Leno served as Executwe Vice Presmient Corporate Finance
and Operations, and Chief Financial Officer of Zimmer. From
July 2001 to QOctober 2003, Mr. Leno served as Senior Vice Presi-
dent and Chief Financial- Cfficer: of . Zimmer.
Zimmer, Mr. Lend served as Senior Vice President and Chief
Financial Officer of Arrow Electronics, Inc. from March 1989 until
he-joined Zimmer. Between 1971 and March.1999, Mr. Leno held
various. chief financial officer and other financial positions with
several U.S. based companies, and he previously served as a
U.S. Naval Officer. Mr. Leno is'a member of the board of direc-
tors of TomoTherapy Incorporated, chairs the finance committee
and is a member of the audit committee. Mr. Leno received a
B.S. degree in Accounting for Northern lllinois University and an
M.B.A. from Roosevelt University.

Emest Mario has been a Dlrector of Boston Scientific smce
October 2001 and is current|y the Cha|rman and Chlef Executlve
Officer of Capnla,‘ Inc. From 2003 to July _2007, Dr. Mario was
Cneirman of Reliant Pharmaceuticals. From 2003 to 2006, he was
also the Chief Executive Officer of Reliant Pharmaceqti'c'als. Prior
.to joining Reliant Pharmaceuticals in April 2003, he was the

Chairman of IntraBictics Pharmaceuticals, Inc. from April 2002 to

April 2003. Dr. Mario also served as Chairman and Chief Executive
Officer of Apothogen, Inc, a pharmaceutical company, from
January. 2002 to April 2002 when Apothogen was acquired: by
IntraBiotics. Dr. Mario served as the Chief Executive of Glaxo
Holdings plc from 1989 untit March 1993 and as Députy Chairman
and Chief Executive from January 1992 .until March 1893. From
1993 to 1897, Dr. Mario served as Co-Chairman and Chief Execu-
tive Officer of ALZA Corporation, ‘a research-hased pharmaceuticat
company with leading drug-delivery technologies, and Chairman
and Chief Executive Officer from 1997 to 2001. Dr. Mario pres-
antly serves on the boards of directors of Maxygen, inc.,
Pharmaceutical Product Development, Inc., Avid. Radio-
pharmaceuticals,’Inc. and Celgene Corporation. He was a Trustee

Prior to joining .

of Duke University from 1988 to June 2007 and

in July 2007 he

retired as Chairman of the Board of the Duke University Haalth

System which he chaired.from its inception in 19

B6. He is a past

Chairman of the American Founclation for Pharmaceutical Educa-

tion and senves as an advisor to the pharmacy
University of Maryland, .the University-of Rhode
Ernest Mario School of Pharmacy at Rutgers Univ

helds a B:S. in Pharmacy from Rutgers, and an M:5

schools at the
Island and The
arsity. Dr. Mario
.anda Ph.D. in

Physical Sciences from the University of Rhode fsland.

William F. McConnéil, Jr. joined Boston Scientific in April 2006
followmg our acqwsmon of Gmddnt and is our Senior Vice Presi-

dent, Sales Marketlng and Adm:mstratlon CRM

Prior to joining

Boston Smentn‘lc, Mr. McConnell was Vice President and Chief

Information Officer.for Guidant- Corporation, wh

ch he joined in

1998. Previously, he was Managing Partner—Business Consulting

in the Indianapolis: office of Arthur Andersen LLP

Mr. McConnell

serves as a board member of the Global Healthcare Exchange,
Vesalius Ventures; 'and: Board of Governors of the National

Arnerican Red Cross. He is the Chairman of the B

card of Trustees

for the Trustee Leadership Development and Honorary Trustee of

the ‘Children’'s Museum +of Incianapolis. He i;l‘

also a board

member of the Information Technology Committee of Cormmunity
Hospitals of Indianapolis; Inc., the'Indiana University Information

Technology Advancement.Council, and ex officio
Board of Directors for the American Red Cross o
apolis. Mr.

David McFaul'is Senior Vice PresidentInternat
Sbientific_Corporation and a mermber of the Comp
Committée. Prior to October 2007, he was our Re
of Asia Pacn‘ic & Japan operations. Mr. Mc
Company iR 1995 to oversee the development
busmess and was President of our Japan operatig
Mr. McFaul wes Vice President of Sales, Ihter-(

McConnell received a B.S. degre
University in Oxford, Ohio and is a Certified Public

member of the
f Greater Indian-
e from Miami

Accountant.
I
onal at Boston

any's Executive
gional President
Faul joined the
of our Canadian
ns. Prior to this,
sontinental. Pre-

X \ - '
viously, he was Vice. President and General Manager of our

operations in Laiin America ‘Canada and South

frica wheré he

mcreased reveriue nearly 50 percent. Prior to this,! he was General
Manager Canada and South Africa, Country Manager of Canada
and National Sales Manager, Canada. Prior to Boston Scientific,
Mr. McFaul held sales, marketing and general management posi-
tions at a variety of medical-related companies including Stryker
Corporation, EBI Medical - Systems, Baxter Corporation, and
Abbott Labs. David earned a B.A. in History and Geography from
Simon Fraser University and took graduate courses at Simon
Fraser University Graduate School.
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Stephen F. Moreci has been our Senior Vice President and Group
President, Endosurgery since December 2000. Mr. Moreci joined
Boston Scientific in 1989 as Vice President and Gensral Manager
for our Cardiac Assist business. In 1991, he was appointed Vice
President and Gensral Manager for our Endoscopy business. In
1894, Mr. Moreci was promoted to Group Vice President for our
Urology and Gynecology businesses. In 1997, he assumed the role
of President of our Endoscopy business. In 1999, he was named
President of our Vascular business, which included peripheral
interventions, vascular surgery and oncology. In 2001, he assumed
the role of Group President, Endosurgery, responsible for our
Urclogy/Gynecology, Oncology, Endoscopy and Endovations
businesses. Prior to joining Boston Scientific, Mr. Moreci had a
13-year career in medical devices, including‘ nine ‘years with
Johnson & Johnson and four years with DermaCare. Mr. Moreci
received a B.S. degree from Pennsylvania State University.

N.J. Nicholas, Jr. has been a Director of Boston Scientific since
October 1994 and is a private investor. Previously, he served as
President of Time, Inc. from September 1986 to May 1990 and
Co-Chief Executive Officer of Time Warner, Inc, from May 1980
until February 1982. Mr, Nicholas is a director of Xerox Corpo-
ration and Time Warner Cable, Inc. He has served as a director of
Turner Broadcasting and @ member of the President’s Advisory
Committee for Trade Policy and Negotiations and the President’s
Commission on Environmental Quality. Mr. Nicholas is Chairman
of the Board of Trustees of the Environmental Defense Fund and
a member of the Council of Foreign Relations. Mr. Nicholas
received an A.B. degree from Princeton University and an M.B.A.
degree from Harvard Business School. He is also the brother of
Pete M. Nicholas, Chairman of the Board.

Peter M. Nicholas, a co-founder of Boston Scientific, has been
Chairman of the Board since 1995. He has been a Director since
1979 and served as our Chief Executive Officer from 1979 to
March 1899 and Co-Chairman of the Board from 1979 to 1995.
Prior to joining Boston Scientific, he was corporate director of
marketing and general manager of the Medical Products Division
at Millipore Corporation, 2 medical device company, and served in
various sales, marketing and general management positions at Eli
Lilly and Company. He is currently Chairman Emeritus of the Board
of Trustees of Duke University, Mr. Nicholas is also a Fellow of the
National Academy of Arts and Sciences and Vice Chairman of the
Trust for that organization. He also serves on several for profit and
not-for-prefit boards including CEOs for Fundamental Change in
Education and the Boys and Girls Club of Boston. After collegs,
Mr. Nicholas served as an officer in the U.S. Navy, rasigning his
commission as fieutenant in 1966. Mr. Nicholas received a B.A.

degree from Duke University, and an M.B.A. degree from The
Wharton School of the University of Pennsylvania. He is also the
brother of N.J. Nicholas, Jr., one of our directors.

John E. Pepper has been a Director of Boston Scientific since
2003 and he previcusly served as a director of Boston Scientific
from November 1999 to May 2001. Mr. Pepper is a Co-Chair of
the board of directors of the National Underground Railroad
Freadom Center and served as its Chief Executive Officer until
May 2007. Previously he served as Vice President for Finance and
Administration of Yale University from January 2004 to
December 2005. Prior to that, he served as Chairman of the
executive committee of the board of directors of The Procter &
Gamble Company until December 2003." Since 1963, he has
served in various positions at Procter & Gamble, including
Chairman of the Board from 2000 to 2002, Chief Executive
Officer and Chairman from 1885 to 1999, President from 1986 to
1995 and dirsctor since 1984. Mr. Pepper is chairman of the
board of directors of The Walt Disney Company, and is a member
of the executive committee of the Cincinnati Youth Collaborative.
Mr. Pepper graduated from Yale tUniversity in 1960 and holds
honorary docteral degrees from Yale University, The Ohio State
University, Xavier University, University of Cincinnati, Mount St.
Joseph College and St. Petersburg University (Russia).

Kenneth J. Pucel is our Executive Vice Prasident of Operations.
Previously, he was our Senior Vice President, Operations and
prior to that, Mr. Pucel was our Vice President and General
Manager, Operations from Septamber 2002 to December 2004
and our Vice President of Operations from June 2001 to Sep-
tember 2002 and before that he held various positions in our
Cardiovascular Group, including Manufacturing Engineer, Process
Devslopment Engineer, Operations Manager, Production
Manager and Director of Operations. Mr. Pucel received a Bach-
elor of Science Degree in Mechanical Engineering with a focus on
Biomedical Engineering from the University of Minnesota.

Lucia L. Quinn joined Bosten Scientific in .Jan'uary 2005 and is our
Executive Vice-Prasident—Human Resources. Prior t0 that, she
was our Senior Vice President and Assistant to the President. Prior
to joining Boston Scientific, Ms. Quinn was the Senior Vice Presi-
dent, Advanced Diagnostics and Business Development for Quest
Diagnostics from 2001 to 2004. In this role, Ms. Quinn was
responsible for developing multiple multi-million dollar businesses,
including evaluating and developing strategic and operational direc-
tion. Prior to this, Ms. Quinn was Vice President, Corporate
Strategic Marketing for Honeywell International from 1998 to 2001
and before that she held various positions with Digital Equipment
Corporation from 1989 to 1998, including Corporate Vice Presi-
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dent, Worldwide Brand Strategy & Management. She served as
Chair of the Simmons College Board of Trustees from 2004 to
2007 and has been a trustee of Simmons College since 1996. She
currently chairs the Executive Compensation Committee and sits
on the Executive Committee there. Ms. Quinn received her B.A. in
Management from Simmons College. o

Uwe E. Reinhardt has been a Director of Boston Scientific since
2002. Dr. Reinhardt is the James Madison Professor of Political
Economy and Professor of Economics and Public Affairs at
Princeton University, where he has taught since 1968,
Dr. Reinhardt is a senior associate of the University of Cambridge,
England and serves as a Trustee of Duke University and the Duke
University Health System, H&Q Healthcare Investors, H&Q Life
Sciences Investors and Hambrecht & Quist Capital Management
LLC. He is also the Commissioner of the Kaiser Family Founda-
tion Commission on Medicaid and the Uninsured and a8 member
of the board of directors of Amerigroup Corporation. and Legacy
Hospital Pariners, Inc. Dr. Reinhardt is also a member of the
Institute of Medicine of the National Academy .of Sciences.
Dr. Reinhardt received a Bachelor of Commerce degree from the
University of Saskatchewan, Canada and a Ph.D. in economics
from Yale University.

Senator Warren B. Rudman has been a Director of Boston Scien-
tific since October 1999. Senator Rudman is Co-Chairman of
Stonebridge International, LLC and has been Of Counsel to the
international law firm Paul, Weiss, Rifkind, Wharton, and Garrison
LLP since January 2003. Previously, he was a partner of the firm
since 1992, Prior to joining the firm, he served two terms as a U.S.
Senator from New Hampshire from 1980 to 1992. He serves on
the boards of directors, of several funds managed by the Dreyfus
Corporation. Senator Rudman is Vice Chairman of the International
Advisory Board of D.B. Zwirn + Co. and a member of the External
Advisory Council of BP America Inc. He is the founding
co-chairman of the Concord Coalition. Senator Rudman received a
B.S. from Syracuse University and an LL.B, from Boston College
Law Schaol and served in the U.S. An:ny during the Korean War.

Paul W. Sandman joined Boston Scientific in May 1993 and since
December 2004, has been our Executive Vice President, Secre-
tary and General Counsel. Previously, Mr. Sandman served as our
Senior Vice President, Secretary and General Counsel. From
March 1992 through April 1993, he was Senior Vice President,
General Counsel and Secretary of Wang Laboratories, Inc., where
he was responsible for legal affairs. From 1984 to 1992,
Mr. Sandman was Vice President and Corporate Counsel of Wang
Laboratories, Inc., where he was responsible for corperate and
international lega! affairs. Mr. Sandman received his A.B. from

Boston College and his. J.D.. from Harvar

Law School.

Mr. Sandman will be retiring from Boston Scientific on

February 29, 2008.

James R. Tobin is our President and Chisf Execd

also serves as a Director. Prior to jo'ining: Bos
March 1999, Mr. Tobin served as President and
Officer of Biogen, Inc. fram 1997 to 1998 and
Officer of Biogen from 1994 to 1997. From
Mr. Tobin served in a variety of executive positi

*

tive Officer and
on Scientific in
Chief Executive
Chief 'Operating
1972 to 1994,
ons with Baxter

International, including President and Chief Oplzoera'ting Officer
fram 1992 to 1994. Previously, he served at Baxter as Managing

Director in Japan, Managing Director in Spain, P

ter's LV. Systems Group and Executive Vice Pres

asident of Bax-
dent. Mr. Tobin

currently serveés ofn the boards of directors of |Curis, inc. and
Applera Corporation. Mr. Tobin holds an A.B. fram Harvard Col-
lsge and an M.B.A. from 'Harvard Business Schocl. Mr. Tobin also
served in the, U.S.-Navy from 1968 to 1972 where he achieved
the rank of lieutenant.

ITEM 11. EXECUTIVE COMPENSATION

The information réquired by this ltem and set forll'th in our Proxy
Statement to be filad with the SEC on or about March 19, 2008, is
incorporated into this Annual Repart on Form 10-K by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

The information required by this ltem and set forth in-our Proxy
Staterment to be filed with the SEC on or about March 19, 2008, is
incorporated into this Annual Report on Form 10-K by reference.

ITEM 13. CERTAIN RELATIONSHIPS| AND
RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE ‘

The information required by this item and set forth in our Proxy
Statement to be filed with the SEC on or about March’'19, 2008, is
incorporated into this Annual Report on Form 10-K by reference.

ITEM 14. PRINCIPAL ACCOUNTANT, FEES
AND SERVICES : ’

The informatic;n required by this Item and set forth in our Proxy
Statement to be filed with the SEC on or about March 19, 2008, is
incorporated into this Annual Report on Form 10-K by reference.
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ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a)(1) Financial Statements. 7

The response to this portion of Item 15 is set forth under {tem 8.

{a)(2) Financial Scheélules.

The response to this portion of Item 15 {Schedule II) follows the signature page to this report. All other financial statement schedules are
not req.uired under the releted rnstructilens or are inapplic_able and thererere have beérr omitted. .

{a}(3} Exhibits (* documents fited with this report)

EXHIBIT
KO. TIMLE

2.1 Agreement and Plan of Merger, dated as of January 25, 2006, among Boston Scientific Corporation, Galaxy Merger Sub, Inc.
and Guidant Corporation {Exhibit 2.1, Current Report on Form 8-K, dated January 25,2008, File No. 1-11083).

3.1  Restated By-laws of the Company {Exhibit 3.1{ii}, Current Repen on Form 8-K dated May 11, 2007, File No. 1-11083).
*32  Third Restated Certificate of Incorporation.

4.1  Specimen Certificate for shares of the Company's Common Stock (Exhibit 4.1, Registration No. 33-46380),

4.2  Description of Capital Stock contained in Exhibits 3.1 and 3.2.

43 ‘Indenture dated as of June 25, 2004 between the Company and JF’Morgan Chase Bank (formerly The Chase Manhattan Bank)
{Exhibit 4.1, Currént Report on Form 8-K dated June 25; 2004, File No. 1- 11083)

4.4  Indenture dated as of November 18, 2004 between the Company and J.P. Morgan Trust Company, National Association, as
Trustee (Exhibit 4.1, Current Report on Form 8-K dated November 18, 2004, File No. 1-11083).

45  Form of First Supplemental Indenture dated as of April 21, 2006 (Exhibit 99.4, Current Report on Form 8-K dated April 21, 2008,
File No. 1-11083). :

486  Form of Second Supplemental indenture dated as of April 21, 2006 (Exhibit 99.6, Current Report on Form 8-K dated Agril 21,
2008, File No. 1-11083). ]

47 5.45% Note due June 15, 2014 in the aggregate principal amount of $500,000,000 {Exhibit 4.2, Current Report on Form 8-K
dated June 25, 2004, File No. 1-11083). :

4.8 5.45% Note dus June 15, 2014 in the aggregate principal amount of $100,000,000 (Exhibit 4.3, Current Report on Form 8-K
dated June 25, 2004 File No. 1-11083). .

4.9 Formn of Global Security for the 5.125% Notes due 2017 (Exhibit 4. 3, Current Report on Form B-K dated November 18, 2004,
File No. 1-11083). -

410 Form of Global Security for the 4.250% Notes due 2011 (Exhibit 4.2, Current‘ Report on Form 8-K dated November 18, 2004,
File No. 1-11083).

411  Form of Global Security for the 5.50% Notes due 2015, and form of Notice to the holders thereof (Exhibit 4.1, Current Report
on Form 8-K dated November 17, 2005 and Exhibit 99.5, Current Report on Form 8-K dated April 21, 2008, Fila No. 1-11083).

4.12 Forrn of Global Security for the 6.25% Notes due 2035, and form of Notice to holders thereof (Exhibit 4.2, Current Report on
Form 8-K dated November 17, 2005 and Exhibit 99.7, Current Report on Form 8-K dated Aprif 21, 2006, File No. 1-11083).

413 Indenture dated as of Juna 1, 2006 between the Company and JPMorgan Chase Bank, N.A., as Trustee (Exhibit 4.1, Current’
Report on Form 8-K dated June 9, 20086, File No. 1-11083}."
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EXHIBIT
ND.

4.14

4.15

101

10.2

10.3

10.4

105

10.6

10.7

10.8

10.9

10.10

Form of Global Security for the 6.00% Notes due 2011 {Exhibit 4.2, Current Report on Form 8K dated June 9, 2006, File No.
1-11083).

Form of Global Security for the 6.40% Notes due 2016 {Exhibit 4.3, Current Report on Form 8-X dated June 9, 2006, File No.
1-11083).

Form of Amended and Restated Credit and Security Agreement dated as of November 7, 2007 by and among Boston Scientific
Funding Corporation, the Company, Oid Line Funding, LLC, Victory Receivables Corporation, The Bank of Tokyo-Mitsubishi
Ltd., New Yark Branch and Royal Bank of Canada (Exhibit 10.1, Current Report on Form 8-K dated November 7, |2007, File No.
1-11083).

Form of Omnibus Amendment dated as of December 21, 2006 among the Company, Boston Scientific Funding Corporation,
Variable Funding Capitai Company LLC, Victory Receivables Corporation and The Bank of Tokyo-Mitsubishi UFJ, —l'.td., New York
Branch {Amendment No. 1 to Receivable Sale Agreement and Amendment No. @ to Credit and Security Agreement} (Exhibit
10.2, Annual Report on 10-K year ended December 31, 2006, File No. 1-11083).

Form of Amended and Restated Receivables Sale Agreement dated as of November 7, 2007 between the ComI any and each
of its Direct or Indirect Wholly-Owned Subsidiaries that Hereafter Becomes a Seller Hereunder, as the Sellers, and Boston
Scientific Funding Corporation, as the Buyer {Exhibit 10.2, Current Report on Form 8-K dated November 7, 2007, File No.
1-11083).

Form of Credit Agreement dated as of April 21, 2006 among the Company, BSC International Holding Limited] Merrill Lynch
Capital Corporation, Bear Stearns Corporate Lending Inc., Deutsche Bank Sécuriti.es Inc., Wachovia Bank, National Association,
Bank of America, N.A., Banc of America Securities LLC, Merrill Lynch & Co. and Merrill Lynch, Pierce, Fqnner & Smith
Incorporated as amended (Exhibit 99.1, Current Report on Form 8-K dated April 21, 2006 and Exhibit 10.7, Current Report on
Form 8-K dated August 17, 2001, File No. 1-11083).

License Agreement among Angiotech Pharmaceuticals, Inc., Cook Incorporated and the Company dated JUIT 9, 1997, and
related Agreement dated December 13, 1999 (Exhibit 10.6, Annual Report on Form 10-K for the year ended [December 31,
2002, File No. 1-11083).

Amendment between Angiotech Pharmaceuticals, Inc. and the Company dated November 23, 2004 modifying July 8, 1997
t

License Agreement among Angiotech Pharmaceuticals, Inc., Cook Incorporated and the Compaay {Exhibit 10.1, Current Report

on Form 8-K dated November 23, 2004, File No. 1-11083).

Form of Amendment Agreement among the Company, Boston Scientific Scimed Inc., Advanced Bionics C?rporation. The
Bionics Trust and Jeffrey D. Goldberg and Carla Woods (collectively in their capacity as the Stockholders' Representative)
dated August 9, 2007 (Exhibit 10.1, Current Report on Form 8-K dated August 8, 2007, File No. 1-11083).

Form of Amendment No. 1 to Agreement and Plan of Merger among the Company, Boston Scientific Scimed :lnc., Advanced
Bionics Corporation, the Bionics Trust and Jeffrey D. Goldberg and Carla Woods (collectively in their capacity as the Stock-
holders’ Representative) dated as of August 9, 2007 {Exhibit 10.2, Current Report on Form 8-K dated August 9.! 2007, File No,
1-11083). *

Form of Amendment No. 2 to Agreement and Plan of Merger among the Company, Boston Scientific Scimed |Inc., Advanced
Bionics Corporation, the Bionics Trust and Jeffrey D. Goldberg and Carla Woods (collectively in their capacity as the Stock-
holders’ Representative) dated as of August 9, 2007 (Exhibit 10.1, Current Report on Form 8-K dated January 3} 2008, File No.
1-11083}. ~

Form of Cochlear Implant Business Purchase and Sale Agreement among the Company, Boston Scientific Scimed, Inc.,
Advanced Bionics Corporation and Advanced Bionics Holding Corporation dated as of August 9, 2007 {Exhibit 10.3, Current
Report on Form 8-K dated August 9, 2007, File No. 1-11083).
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EXHIBIT
NO. TITLE

10.11  Farm of Amendment No. 1 to Cochlear Implant Business Purchase and Sale Agreement among the Company, Boston-Scien-
tific Scimed, Inc., Advanced Bionics Corporation and Advanced Bionics Holding Corporation dated as of August 9, 2007
{Exhibit 10.2, Current Report on Form 8-K dated January 3, 2008, File No. 1-11083). '

*10.12 Form of Purchase Agreement dated as of November 5, 2007 by and among Boston Scientific Corporatlon the Sellers and
Getinge AB. - S - u .

10.13 Form of Offer Letter between Boston Scientific and Donald S. Baim, M.D. {Exhibit 10.1, Current Report on Form 8K dated
July 27, 2008, File No. 1-11083}. ’ ’

10.14 Form of Stock Option Agreement dated as of July 25, 2006 between Boston Scientific and Donald_S, Baim, M.D. (Exhibit :
10.2, Current Report on Form 8-K dated July 27, 2008, File No. 1-11083). ‘ ' S

10.15  Form of Deferred Stock Unit Agreement dated as of July 25, 2006 between Boston Scientific and Donald S. Balm M.D.
{Exhibit 10.3, Current’ Report on Form 8-K dated July 27, 200 File No. 1-11083}.

10.16 Form of Indemnmcatlon Agreement between the Company and certain Directors and Officers (Exhibit 10.16, Reglstratron iNo.
33-46980). ’

10.17 Form of Retennon Agreement between the Company and certain Executive Officers, as amended {Exhibit 10.1, Current
Report on Form 8-K dated February 20, 2007 File No. 1-11083). '

10.18 Form of Non-Qualified Stock Option Agresment (vesting over three years) (Exhlblt 10.1, Current Report on-Form 8 K dated
December 10, 2004, File No. 1-11083). '

10.19 Form of Non-Qualified Stock Option Agreement (vesting over four years) (Exhibit 10.2, Current Report on Form 8-K dated
December 10, 2004, File No: 1-11083). .

*10.20 Form of Non-Qualified Stock Option Agre'ement {vesting over two years).

10.21 Form of Restricted Stock Award Agreement (Exhibit 10.3, Current Report on Form 8-K dated December 10, 2004, File No.
1-11083). -

10.22 Form of Deferred Stock Unit Award_Agreement I(Exhibit 10.4, Current Report on Form 8K dated December 10, 2004, File No.
1-11083).

10.23  Form of Deferred Stock Unit Award, Agreement (vesting over four years) {Exhibit 10.16, Annual Report on 10-K for the year
ended December 31, 20086, File No. 1-11083).

*10.24 -Form of Deferred Stock Unit Award Agreement {vesting over two years).

10.25 Form of Non-Qualified Stock Option Agreeme'nt {Non-employee Directors) (Exhibit 10.5, Current Report on Forrn 8-K dated
" December.10, 2004, File No. 1-11083).

10.26 Form of Restricted Stock Award Agreement {(Non-Employee Directors) (Exhibit 10.8, Current Report on Form 8-K dated
Decernber 10, 2004, File No. 1-11083).

10.27 Form of Deferred Stock Unit Award Agreement (Non-Employee Directors) {Exhibit 10.7, Current Report on Form 8-K dated
December 10, 2004, File No. 1-11083). -

10.28 Boston Scientific Corporation 401(k} Retirement Savings Plan, as Amended and Restated, Effective January 1, 2001, and
amended (Exhibit 10.12, Annual Report on Form 10-K for the year ended December 31, 2002, Exhibit 10.12, Annual Report on
Form 10K for the year ended December 31, 2003, Exhibit 10.1, Current Report on-.Form 8-K dated September. 24, 2004,
Exhibit 10.52, Annual Report on Form 10-K for year ended December 31, 2005, and Exhlblt 10.21, Annual Report on Form
10-K for year ended December 31, 2007, File No. 1-11083).
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EXHIBIT
NOD.

TIMLE

10.29 .

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.29

10.40

10.41

10.42

10.43

-

Boston Scientific Corporation Global Employee Stock Ownership Plan, as Amended and Restated (Exhibit 10.18, ijnnual Report
on Form 10-K for the year ended December 31, 1997, Exhibit 10.21, Annual Report on Form 10-K for. the yvear ended
December 31, 2000, Exhibit 10.22, Annual Repdrt on Form 10-K for the year ended December 31, 2000 and Exhlblt 10.14,
Annual Report on Farm 10-K for the year ended December 31, 2003, File No. 1-11083).

Boston Scientific Corporation 2006 Global Employee Stock Ownership Plan, as amended (Exhibit 10.23, Annyal Report on
Form 10K for the year ended December 31, 2006 and Exhlblt 10.24, Annual Report on Form 10K for the year anded
Decernber 31, 2008, File No. 1-11083).

Boston Scientific Corporatlon Deferred Compensation Plan, Effective January 1, 1996 (Exh|b|t 10.17, Annual Report on Form
10K for the year ended December 31, 1996, File No. 1 -11083).

Boston Scientific Corporation 1992 Non- Emp!oyee Directors’ Stock Option Plan, as amended (Exhibit 10.2, Annl.fal Report on
Form 10-K for the year ended December 31, 1996, Exhibit 103, Annual Report on Form 10-K for the year ended December 31
2000 and Exhibit 10.1, Current Report on Form 8-K dated December 31, 2004, File No.1-11083).

10-K for the

Boston Scientific Corporation 2003 Long-Term‘ lﬁcentive Plan, as amended (Exhibit 10.17, Annua! Report on Form
year ended December 31, 2003 and Exhibit 10.3, Current Report on Form 8-K dated May 9, 2005, File No. 1-11083).

Boston Scientific Corporatmn 2000 Long Term Incentlve Plan, as amended (Exh|b|t 10.20, Annual Repert on Form 10- I( for the
vear ended December 31, 1999, Exhibit 10.18, Annual F{eport on Form 10K for the year endec¢ December 31, 2001 Exhibit
10.1, Current Report on Form 8-K dated December 22, 2004 and Exhibit 10.3, Current Report on Form 8K dated May 9, 20085;
File No. 1-11083).

Boston Scientific Corporation 1995 Long-Term Incentive Plan, as amended (Exhibit 10.1, Annual Report on Forny 10-K for the
year ended December 31, 1996, Exhibit 10.5, Annual Report on Form 10-K for the year ended December 31, 2001, Exhibit
10.1, Current Report on Form 8-K dated December 22, 2004 and Exhibit 10.3, Current Report on Form 8K dated May 9, 2005,
File No. 1-11083).

r

Boston Scientific Corporation 1992 Long-Term Incentive Plan, as amended (Exhibit 10.1, Annual Report on Form
year ended December 31, 19986, Exhibit 10.2, Annual Repart on Form 10-K for the year ended December 31,
10.1, Current Report on Form 8-K dated December 22, 2004 and Exhibit 10.3, Current Report on Form 8-K dated
File No. 1-11083).

10K for the
2001, Exhibit
May 9, 2005,

Form of Deferred Stock Unit Agreemient between Lucia- L: Quinn and Boston Scientific Corporation dated May 31, 2005

(Exhibit 10.1, Current Report on Form 8-K dated May 31, 2005, File No. 1-11083). -

Form of Boston Scientific Corporation Excess Benefit Plan {Exhibit 10.1, Current Report on Form 8K dated June
No. 1-11083).

29, 2005, File

Form of Trust Under the Boston Scientific Corporation Excess Benefit Plan (Exhibit 10.2, Current Report on Fofm 8K dated

June 29, 2005, File No. 1-11083).

Form of Non-Qualified Stock Option Agreement dated July 1, 2005 {Exhibit 10.1, Current Report on Form 8K
2005, File No. 1-11083). '

?

Form of Deferred Stock Unit Award Agreement dated July 1, 2005 (Exhibit 10.2, Current Report on Form 8K
2005, File No. 1-11083). - : _ _ .

Form of 2007 Performance Incentive Plan, as amended (Exhibit 10.2, Current Report on Form 8-k, dated Febfuary

Exhibit 10.1, Current Report on Form 8-K dated July 31, 2007, File No. 1-11083).

Form of Non-Qualified Stock Option Agreement {Executive) (Exhibit 10.1, Current Report on Form 8-K dated May

‘No. 1-11083).

dated July 1,
dated July 1,
20, 2007 and

12, 2008, Fite
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EXHIBIT ' L
No. TITLE

10.44  Form of Deferred Stock Unit Award Agreement (Executive} {Exhibit 10.2, Current Réport on Form 8-K dated May 12, 2006, File
No. 1-11083).

10.45 Form of Nen-Qualified Stock Option Agreement {Special) (Exhibit 10.3, Current Report on Form 8K dated May 12, 2006, File
No. 1-11083). ) :

10.46 Form of Deferred Stock Unit Award Agreement {Special) {Exhibit 10.4, Current Heport on Form 8-K dated May 12, 20086, File
No. 1-11083). :

10.47 Embolic Protection Incorporated 1989 Stock Plan, as amended (Exhibit 10.1, Registration Statement on Form S-8, Registration
No. 333-61060 and Exhibit 10.1, Current Report on Form 8-K dated December 31, 2004, File No. 1-11083). '

10.48 Quanam Medical Corporation 1996 Stock Pian, as amended {Exhibit 10.3, Registration Staternent on Form S-8, Registration No.
333-61080 and Exhibit 10.1, Current Report on Form 8-K dated December 31, 2004, File No. 1-11083). :

10.49 RadioTherapeutics Corporation 1994 Stock Incentive Plan, as amended (Exhibit 10.1, Registration Statement on Form S-8,
Registration No. 333-76380 and Exhibit 10.1, Current Report on Form 8-K dated December 31, 2004, File No. 1-11083).

10.50 Guidant Corporation 1994 Stock Plan, as amended (Exhibit 10.46, Annual Report on Form 10K for the year ended December
31, 2008, File No. 1-11083).- . : '

10.51  Guidant Corporation 1996 Nonamployse Director Stock Plan, as amended {(Exhibit 10.47, Annual Report on Form 10-K for the
year. ended December 31, 2008, File No. 1-11083).

10.52 Guidant Corporation 1998 Stock Plan, as amended (Exhibit 10.48, Annual Report on Farm 10-K for the year ended December
31, 20086, File No. 1-11083).

10.53 Form of Guidant Corporation Option Grant {Exhibit 10.42, Annual Report on Farm 10-K for the year ended December 31, 2008,
* File No. 1-11083). :

10.64  Form of Guidant Corporation Restricted Stock Grant (Exhibit 10.50, Annual Report on Form 10-K for yeér ended December 31,
2008, File No. 1-11083).

10.65 The Guidant Corporation Employee Savings and Stack Ownership Plan, as amended (Exhibits 10.51, 10.52, 10.53, 10.54, 10.55
and 10.56, Annual Report on Form 10-K for the year ended December 31, 2008, File No. 1-11083).

10.56 Settlernent Agreement effective September 21, 2005 among Medinol Ltd., Jacob Richter and Judith Richter and Boston Scien-
tific Corporation, Boston Scientific Limited and Boston Scientific Scimed, Inc. (Exhibit 10. 1 Current Report on Form 8-K dated
September 21, 2005, File No. 1-11083). '

10.57 Transaction Agresment, dated as of January 8, 2006, as amended, between Boston Scientific Corporation and Abbott Labo-
ratories (Exhibit 10.47, Exhibit 10.48, Exhibit 10.49 and Exhibit 10.50, Annual Report on Form 10K for year ended December
31, 2005, Exhibit 10.1, Current Report on Form 8-K dated April 7, 2008, File No. 1-11083).

10.58 Purchase Agreement between Guidant Corporation and Abbott Laboratories dated April 21, 2006, as amended (Exhibit 10.2
and Exhibit 10.3, Quarterly Repert on Form 10-Q for the quarter endsd Juns 30, 2008, File No. 1-11083).

10.59 Promissory Note between BSC International Holding Limited {"Borrower"} and Abbott Laboratories {“Lender”) dated April 21,
2006 (Exhibit 10.4, Quarterly Report on Form 10-Q for the quarter anded June 30, 2006, File No. 1-11083).

10.60  Subscription and Stockholder Agreement between Boston Scientific Corporation and Abbott Laboratories dated April 21, 2008,
as amended (Exhibit 10.5 and Exhibit 10.6, Quarterly Report on Form 10-Q for the quarter ended Junse 30, 2006, File No. -
1-11083).
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EXHIBIT
NO. TITLE
10.61 Decision and Order of the Federai Trade Commission in the matter of Boston Scientific Corporation-and Guidant Corporation
finalized August 3, 2006 {Exhibit 10.5, Quarterly Report on Form 10-Q for the quarter ended September 30, 2006, File No.
1- 11083)
10.62 Boston Smentlﬂc Executive Allowance Plan, as amended {Exhibit 10.53, Annua| Report on Form 10-K for year ended
December 3]. 2005 and Exhibit 10.1, Current Report on Form 8-K dated October 30, 2007, File No. 1-11083).
10.63 Boston Scientific Executive Retirement Plan (Exhibit 10.54, Annual Report on Form 10-K for year ended December 31, 2005,
File No. ‘| 11083).
10.64 Form of Deferred Stock Unit Agreement between James R. Tobin and the Company dated February 28, 2006 (2003 Long-
Term Incentive Plan) (Exhlpnt 10.56, Annual Report on Form 10-K for year ended Decemper 31, 2005, File No. 1 11083)
10.65 Form of Deferred Stock Unit Agreement between James R. Tobin and the Company dated February 28, 2006 (;2000 Long-
Term Incentive Plan) (Exhibit 10.57, Annual Report on Form 10-K for year ended December 31, 2005, File No. 1-1 1083).
10.66 Form of Severance Pay and Layoff Notification Pian as Amended and Restated effective as of November 1, 2007 {Exhibit 10.1,
Current Report on Form 8-K dated November 1, 2007, File No. 1-11083). :
10.67 Form of Offer Letter between Boston Scientific and Sam R. Leno dated April 11, 2007 (Exhibit.30.1, Current Report on Form
8-K dated May 7, 2007, File No. 1-11083).
1068 Form of Deferred Stock Unit Award dated June 5, 2007 between Boston Scientific ahd: Sam R. L.eno (Exhibit 101, Ouarterly
Report on Form 10Q for period ended June 30, 2007, File No. 1-11083}.
10.69 Form of Non-Qualified Stock Option Agreement dated June 5, 2007 between Boston Scientific and.Sam R. Leno. {Exhibit 10.2,
‘ Ouarteriy Report on Form 10-Q dated June 30, 2007, File-No. 1-11083).
*1 Statement regarding computation of per share earnings {included in Note O to the Company s 2007.consolidated financial
statements for the year ended December 31, 2007 included in Item 8).
*2 Staterment regarding computation of ratios of earnings to fixed charges.
14 Code of Conduct (Exhibit 14, Annual Report on Form 10-K for the year ended December 31, 2005, File No. 1-11083).
*21 List of the Company's subsidiaries as of FeBruary 20, 2008. ' '
*23 Consent of 1ndependent Auditors, Ernst & Young, LLP.
*311  Cerification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 200Z.
*312  Certification of Chief Financia! Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
¥321  Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
*32.2  Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Boston Scientific Corporation duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized. '

BOSTON SCIENTIFIC CORPORATION
Dated: February 27, 2008 : _ ' By:/s/_SamR. Leno

Sam R. Leno
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the fallowing persons on
behalf of Boston Scientific Corporation and in the capacitiesand on the dates indicated.

By:/s/__John E. Abele

John E. Abele
Director, Founder

Dated: February 27, 2008

By:/s/_Ursula M. Burns

Ursuta M. Burns
Director

Dated: February 27, 2008

Dated: February 27, 2008 = ' By:/s/__Nancy-Ann DeParle
Nancy-Ann DeParle
Director

Dated: February 27, 2008 By:/s/ _J. Raymond Elliott
J. Raymond Elliott
Director

Dated: February 27, 2008 By:/s/_Joel L. Fleishman
Joel L. Fleishman
Director

Dated: February 27, 2008 By:/s/_Marye Anne Fox, Ph.D.
Marye Anne Fox, Ph.D.
Director

Dated: February 27, 2008 By:/s/Ray J. Groves
Ray J. Groves
Director

Dated: February 27, 2008 By:/s/_ Kristina M. Johnson
Kristina M. Johnson
Director

Dated: February 27, 2008 By:/s/ _Ernest Mario, Ph.D.
Ernest Mario, Ph.D.
Director

Dated: February 27, 2008 By:/s/ _N.J. Nicholas, Jr. -
N.J. Nicholas, Jr.
Director
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Dated: February 27, 2008

Dated: February 27, 2008

Dated: February 27, 2008

Dated: February 27, 2008

Dated: February 27, 2008

By:/s/_Pete M. Nicholas

Pete M. Nicholas
Director, Founder, Chairman of the Board

By:fs/ John E. Pepper

John E. Pepper
Director

gy:/s/ Uwe E. Reinhardt, Ph.D.

Uwe E. Reinhardt, Ph.D.
Director

By:/s{__Warren B. Rudman

Warren B. Rudman
Director

By:/s/_James R. Tobin

James R. Tobin .
Director, President and Chief Executive Offi
{Principal Executive Officer)
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Schedule I

VALUATION AND QUALIFYING ACCOUNTS (in millions)

The following is a rollforward of our allowances for uncollectible amounts and sales returns:

- Deductions to Charges to
Balance Charges to Allowances for (Daductions Balanco et
Beginning Costs and Uncollectible from} Other End of

Description of Yenr Expanses Amounts {a) Accounts (b) Yaar
Yoar Ended Docember 31, 2007

Allowances far yncollectible accounts and sales retums and allowances $13% th 13 — $137
Yur Ended December 31, 2006

Altlowances for uncoflectible accounts and sales retums and allowances $ 83 27 7 32 $135
Year Endad Dacember 31, 2005

Allowances for uncollectible accounts and sales retums and allowances $ 80 9 B 2 $ 8

{a) Uncollectible amounts written off.

{b) Represents charges for sales returns and allowances, net of actual sales returns, as well as impact of forsign currency,
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EXHIBIT 12

BOSTON SCIENTIFIC CORPORATION

STATEMENT OF COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES (unaudlted)

fin miflipas} 2007 2006 2005 2004 2003
Fixed charges
Interest expense and debt issuance costs {a) 570 435 90 64 45
Interest portion of renta) expense 14 16 13 10 10
Total fixed charges: 584 451 103 74 56
Eamings
{Loss} income before income taxes {495} {3,535} 891 1,494 643
Fixed charges per above 584 451 103 L 5%
Tatal earnings {deficit), adjusted 89 {3,084} 994 © 1568 §99
Ratio of eamings to fixed charges (b} 0.1% 9565 2119 l 1248

The calculation above relates to the S3.650 billion of registered debt securities that we had outstanding at December 31, 2007. See Note
H—Borrowings and Credit Arrangements to our 2007 consolidated financial statements included in Item 8 of this Form 10K for further

information regarding the debt securities.

{a) The interest expense included in fixed charges above reflects only interest on third party indebtedness and excludes any interest

expense accrued on uncertain tax positions, as permitted by FASB Interpretation No. 48, Accounting for fncome Taxes.

{b) For 2006, earnings were deficient by $3.084 billion.

.
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EXHIBIT 23

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statements (Form S-8 Nos. 333-111047, 333-98755, 333-76380,
333-61056, 333-61060, 333-25033, 333-25037, 333-36636, 333-134932, 333-133569, and 333-131608; Form S-3 Nos. 333-76346,
333-61994, 333-37255, 333-64887, 333-64991, 333-119412 and 333-132626; and Form S-4 Nos. 333-131608 and 333-22581) of Boston
Scientific Corporation and in the related Prospectuses of our reports dated February 25, 2008, with respect to consolidated financial
statements and schedule of Boston Scientific Corporation,; and the effectiveness of internal control over financial reporting of Boston
Scientific Corporation, included in this Annual Report (Form 10-K) for the year ended December 31, 2007.

Boston, Massachusetts.
February 25, 2008
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EXHIBIT 310

CERTIFICATIONS e [ TN
1, James R. Tobin, certify that:
1.
2.

Date: February 27, 2008

| have reviewed this annual report on Form 10-K of Boston Sment:frc Corporatuon . . .

Based on my knowledgs, this report does not contain any untrue statement of a material fact or omit to state a materi
sary to make the statements made, in light of the circumstances under which such statements were made, not mi
respect to the period covered by this report; ’ ! - ’

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods pre
report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosura controls and p

al fact neces-
sleading with

in all material

ented in this

Iocedure,s {as

defined in Exchange Act Rules 13a-15(e} and 15d-15(e)) and internal control over financial reporting {as defined in Exchange Act

Rules 13a-15(f) and 16d-15(f)} for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting o
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the prepar:
cial statements for external purposes in accordance with generally accepted accounting principles;

'made known

be designed
tion of finan-

¢/ Evaluated the effectivenass of the registrant’s disclosure controls and procedures and presented in this report our conclusions

about the effectivenass of the disclosure controls and procedures, as of the end of the period coverad by this reg
such evaluation; and

ort based on

d) Disclosed in this report any change in the registrant’s internal contro! over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual repont) that has materially affected, or is

reasonably likely to materially affect, the registrant's internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal contro} over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equiv-

alent functions}:

a) Al significant deficiencies and material weaknesses in the design or operation of internal control over financial reﬁ)orting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s

internal controt over financial reporting.

Jsf James R. Tobin

Jamaes R. Tobin
President and Chief Executive Officer

BOSTON SCIENTIFIC AND SUBSIDIARIES i ' '




EXHIBIT 31.2

CERTIFICATIONS T . .

P Ty

I, Sam R. Leno, certify that: T

1.
2.

| have reviewed thrs annual report on Form 10-K of Boston Scientific Corporation;

Basad on my knowledge thrs report does not contain any untrue statement of a material fact or omit to state a material fact neces-
sary to make the statements made in Ilght of the crrcumstances under which such statements were made, not mlsleadrng with
raspect 1o the period covered by thrs report;

Based on my knowledge, the fmancral statements, and other financial information included in this report, falrly present in alr material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report, - oo Lo ' - -

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosere controls and procedures (as
dsfined in Exchange Act Rules 13a-15{e) and 15d-15(e}) and internal control over financial reporting {as defined in Eg«:hange Act
Rules 13a-15(f) and 15d-15(f)} for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particutarly during the period in which this report is being prepared;

b} Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of finan-
cial statements for external purposes in accordance with generally accepted accounting principles;

¢} Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evajuation; and

d} Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter {the registrant’s fourth fiscal quarter in the case of an annual report} that has materially affacted, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal contral over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equiv-
alent functions): .

a) All significant deficiencies and material weaknesses in the design or operation of internal controt over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b} Any fraud, whather or not material, that involves management or other employees who have a sighificant role in the registrant's
internal control over financial reporting.

Date: February 27, 2008 /s/ Sam R. Leno

Sam R. Leno
Executive Vice President—Finance & information Systems and
Chief Financial Officer

BOSTON SCIENTIFIC AND SUBSIDIARIES




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO 18 U.S.C. .
SECTION 1350 AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Boston Scientific Corporation (the “Company”) for the: pericd endlng Dlecember 3,

2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), ‘the undersugned Chiet Executlve Officer of
the Company hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-OxIey Act of
2002, that based on his knowledge:

r

(1) the Report fully complies with the requirements of Section 13 (a) or 15 (d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Boston Scientific Corporation.

By: /s/ James R. Tabin.

James R. Tobin -
President and Chief Executive Officer ,

February 27, 2008

BOSTON SCIENTIFIC AND SUBSIDIARIES




Boston f%.w 27 ézw
Scientific

Natick, Massachusetts
March 19, 2008

Dear Boston Scientific Stockholder:

You are cordially invited to attend Boston Scientific Corporation’s Annual Meeting of
Stockholders to be held on Tuesday, May 6, 2008, at 10:00 A.M. Eastern Time, at the Harvard
Club of Boston, 374 Commonwealth Avenue, Boston, Massachusetts.

This year you are being asked to:
* re-elect ten directors;
* approve an amendment and restatement of our 2003 Long-Term Incentive Plan;

* ratify the appointment of Ernst & Young LLP as our independent auditors for the 2008
fiscal year; and

* transact such other business as may properly come before the annual meeting or any
adjournment or postponement of the meeting.

These matters are more fully described in the accompanying Notice of Annual Meeting and
Proxy Statement., Our Board of Directors urges you to read the accompanying Proxy Statement
and recommends that you vote “FOR” all of the director nominees, the amendment and
restatement of our 2003 Long-Term Incentive Plan and the ratification of the appointment of
Ernst &Young LLP as our independent auditors. At the meeting, you will be provided with the
opportunity to ask questions.

We are pleased to take advantage of the new Securities and Exchange Commission rule
allowing companies to furnish proxy materials to their stockholders on the Internet. We believe
that this new e-proxy process, also known as “notice and access,” will expedite stockholders’
receipt of proxy materials, lower our printing and mailing costs and reduce the environmental
impact of producing the materials for our annual meeting. During the week of March 24, 2008,
we will mail to our stockholders of record as of March 7, 2008 a Notice containing instructions on
how to access our Proxy Statement and Annual Report on the Internet and also how to vote via
the Internet. Both the Notice and this Proxy Statement contain instructions on how you can
receive a paper copy of the Proxy Statement and Annual Report if you prefer.

The Board of Directors appreciates and encourages stockholder participation in the
Company’s affairs. Whether or not you plan to attend the meeting, it is important that your
shares be represented. Accordingly, we request that as soon as possible, you either:

(a) vote via the Internet pursuant to the instructions provided in the Notice, or

(b) request printed copies of the proxy materials by mail pursuant to the instructions
provided in the Notice, and either:

(i) complete, sign, date and return the proxy card you will receive in response to your
request; or

(ii) vote via telephone (toll-free) in the United States or Canada, in accordance with the
instructions on the proxy card.

Thank you for your continuing support.
Very truly yours,

Pete M. Nicholas
Chairman of the Board




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO 18 U.S.C.
SECTION 1350 AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connaction with the Annual Report on Form 10-K of Baston Scientific Corporation (the “Company "} for the period ending December 31,
2007 as filed with the Securities and Exchange Commission on the date hereof (the "Report”), the undersigned Chief Financial Officer of
the Company hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that hased on his knowledge:

{1} the Report fully complies with the requirements of Section 13 (a) or 15 (d} of the Securities Exchange Act of 1934; and

{2} the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Bosten Scientific Corporation.

By: /s/Sam R, Leno

Sam R. Leno
Executive Vice President—Finance & Information
Systerns and Chief Financial Officer

February 27, 2008

BOSTON SCIENTIFIC AND SUBSIDIARIES
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Boston
Scientific
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
Natick, Massachusetts

March 19, 2008

The Annual Meeting of Stockholders of Boston Scientific Corporation will be held at
the Harvard Club of Boston, 374 Commonwealth Avenue, Boston, Massachusetts on
Tuesday, May 6, 2008, at 10:00 A.M. Eastern Time, for the following purposes:

(1) To re-elect ten directors to serve until our 2009 Annual Meeting of
Stockholders;

(2) To approve an amendment and restatement of our 2003 Long-Term
Incentive Plan (the “Plan”);

(3) To ratify the appointment of Ernst & Young LLP as our independent
auditors for the fiscal year ending December 31, 2008; and

(4) To transact such other business as may properly come before the meeting or
any adjournments or postponements of the meeting.

Only stockholders who held shares at the close of business on March 7, 2008, are
entitled to notice of and to vote at the meeting or any adjournments or postponements of
the meeting.

So that your shares will be represented whether or not you attend the Annual
Meeting, as soon as possible, please

(a) vote via the Internet pursuant to the instructions provided in the Notice you
received by mail, or

(b) request printed copies of the proxy materials by mail pursuant to the instructions
provided in the Notice, and either:

(i) complete, sign, date and return the proxy card you will receive in response to
your request; or

(i) vote via telephone (toll-free) in the United States or Canada, in accordance
with the instructions on the proxy card.

By Order of the Board of Directors

Lawrence J. Knopf
Assistant Secretary




Boston
Scientific

NATICK, MASSACHUSETTS 01760

March 19, 2008

PROXY STATEMENT

INFORMATION ABOUT THE ANNUAL MEETING AND VOTING

The Annual Meeting

The Annual Meeting of Stockholders of Boston Scientific Corporation will be held on Tuesday, May 6,
2008, at 10:00 A.M. Eastern Time, at the Harvard Club of Boston, 374 Commonwealth Avenue, Boston,
Massachusetts. At this meeting, stockholders will be asked to re-elect ten directors; approve an
amendment and restatement of our 2003 Long-Term Incentive Plan; and ratify the appointment of
Ernst &Young LLP as our independent auditors for the 2008 fiscal year. Management will also report on
our performance during fiscal year 2007 and will respond to appropriate questions from stockholders.
When used in this Proxy Statement, the terms “we,” “us,” “our” and “the Company” mean Boston
Scientific Corporation and its divisions and subsidiaries.

Who is entitled to attend and vote at the Annual Meeting?

Stockholders who held shares at the close of business on March 7, 2008, are entitled to attend and
vote at the Annual Meeting. Each share of our common stock is entitled to one vote.

What do I need to bring to the Annual Meeting?

If your shares are registered in your name, you should bring proper identification to the meeting. If
your shares are held in the name of a broker, trust, bank or another nominee, you will need to bring a
proxy, account statement or letter from that broker, trust, bank or other nominee that confirms that you
are the beneficial owner of those shares, along with proper identification.

What changes will I notice this year as a result of the Company participating in the new e-proxy rules?

In July 2007, the Securities and Exchange Commission adopted the e-proxy rules which allow a
company to send a Notice to notify its stockholders that they may access the company’s Proxy Statement
and Annual Report online. This process reduces the amount of time it takes for stockholders to obtain the
materials, reduces the printing and matling costs paid by the company, and reduces the environmental
impact of producing the materials. We have elected to participate in this e-proxy process this year as part
of our Company-wide efforts to reduce expenses and protect the environment.

On or about March 24, 2008, we will send all stockholders of record as of March 7, 2008 a Notice
instructing them as to how to receive their proxy materials via the Internet this year. The proxy materials




will be available on the Internet as of March 24, 2008. If you are a registered stockholder, and hold your
shares directly through BNY Mellon Shareowner Services, our transfer agent, you can access the material
online at http://bnymellon.mobular.net/bnymellon/BSX. If you hold your shares through a broker, you can
access the materials online at www.proxyvote.com. You can also vote online through these websites. Our
own website (www.bostonscientific.com) will also direct you to these sites to access the materials and vote
online.

What if I prefer to receive paper copies of the materials?

If you prefer to receive paper copies of the materials, you can still do so. If you are a registered
stockholder, and hold your shares directly through BNY Mellon Shareowner Services, you may request a
paper copy of the materials by (i) calling 1-888-313-0164 (outside of the U.S. or Canada, call
1-201-680-6688); (ii) sending an email to shrrelations@bnymellon.com; or (iii) logging onto
http://bnymellon.mobular.net/bnymellon/bsx. If you hold your shares through a broker, you may request a
paper copy of the materials by (i) calling 1-800-579-1639; (ii) sending an email to
sendmaterial @proxyvote.com; or (iii) logging onto www.proxyvote.com. There is no charge to receive the
materials by mail.

What constitutes a quorum at the meeting?

The presence at the meeting, in person or by proxy, of the holders of a majority of the shares of our
common stock outstanding on March 7, 2008, the record date, will constitute a quorum for purposes of the
Annual Meeting. As of March 7, 2008, 1,494,879,385 shares of Boston Scientific commeon stock were
outstanding, with each share entitled to one vote. For purposes of determining whether a quorum exists,
proxies received but marked “withhold” or “abstain” and “broker non-votes” (described below) will be
counted,

How do I vote by proxy?
Your vote is very important. Whether or not you plan to attend the meeting, we urge you to either

(a) wvote via the Internet pursuant to the instructions provided in the Notice you received by mail, or

{b) request printed copies of the proxy materials by mail pursuant to the instructions provided in the
Notice, and either

(i) complete, sign, date and return the proxy card you will receive in response to your request;
or

{ii) vote via telephone (toll-free) in the United States or Canada, in accordance with the
instructions on the proxy card.

If you vote by mail, no postage is required if your proxy card is mailed in the United States.

If you properly complete and deliver your proxy card (whether electronically, by mail or by telephone)
and our transfer agent receives it in time to vote at the meeting, your “proxy” (one of the individuals
named on your proxy card) will vote your shares as you have directed. If you complete and deliver the
proxy card but do not make specific choices, your proxy will vote your shares as recommended by the
Board, as follows:

(1) FOR the re-election of each of the ten director nominees; _
{2) FOR the amendment and restatement of our 2003 Long-Term Incentive Plan; and

{3) FOR the ratification of the appointment of Ernst & Young LLP as our independent auditors for
the fiscal year ending December 31, 2008.




If any other matter is properly presented at the meeting or if the meeting is to be postponed or
adjourned, your proxy will vote your shares in accordance with his or her best judgment. At present, the
Board knows of no other business that is intended to be brought before or acted upon at this Annual
Meeting,

How do I vote if my shares are held by my broker?

If your shares are held by your broker in “street name,” you will need to instruct your broker (in the
method required by your broker) how to vote your shares. Your broker will send you a Notice instructing
you how to vote via the Internet, or how to request written materials and vote via telephone or by mail.

What discretion does my broker have to vote my shares held in “street name”?

At this time, New York Stock Exchange rules allow your broker to vote your shares with respect to the
election of directors and the ratification of our independent auditors, even if it does not receive
instructions from you, so long as it holds your shares in its name. There are, however, certain matters with
respect to which brokers do not have discretionary voting authority, including the proposal to approve the
amendment and restatement of our 2003 Long-Term Incentive Plan. If you do not instruct your broker how
to vote with respect to this item, your broker may not vote with respect to this proposal, but rather those
votes will be considered “broker non-votes.” Shares represented by “broker non-votes” will, however, be
counted in determining whether there is a quorum.

Can I change my vote or revoke my proxy after I have already voted or given my proxy?

Yes, If you own your shares directly, you may change your vote or revoke your proxy at any time
before the proxy is exercised at the Annual Meeting., To change your vote, you may:

* mail a written notice ‘“revoking” your earlier vote to our transfer agent, BNY Mellon Shareowner
Services, 480 Washington Boulevard, Jersey City, New Jersey 07310-1900;

* submit to our transfer agent a properly completed and signed proxy card with a later date;

* vote again telephonically or electronically {available until 11:00 p.m. Eastern Time on May 5, 2008);
or

* vote in person at the Annual Meeting.
Your last dated proxy or vote cast will be counted.

If you own your shares through a broker, please contact your broker for instructions on changing your
vote or revoking your proxy.

How do I vote in person?

If you plan to attend the Annual Meeting and vote in person, we will give you a ballot or a new proxy
card when you arrive. However, if your shares are held in the name of your broker, trust, bank or other
nominee, you must bring an account statement or letter from the broker, trust, bank or other nominee
indicating that you were the beneficial owner of the shares on March 7, 2008, the record date for voting,
Please bring proper identification to the Annual Meeting. Please see our website, www.bostonscientific.com,
for directions to the Annual Meeting,

How do I vote my 401(k), GESOP and Guidant ESSOP shares?

If you participate in the Boston Scientific Corporation 401(k) Retirement Savings Plan (401(k) Plan),
in our Global Employee Stock Ownership Plan (GESOP), or in the Guidant Employee Savings and Stock
Ownership Plan (ESSOP) you will receive a single Notice that covers all shares credited to your plan




account(s) and shares that you own of record that are registered in the same name. If any of your plan
accounts are not registered in the same name as your shares of record, you will receive separate Notices for
your record and plan holdings. You may vote your shares via the Internet by logging onto
http://www.proxyvoting.com/bsx or telephone by calling 1-866-540-5760. Your vote will serve to instruct the
trustees and fiduciaries of our 401(k) Plan, GESOP and ESSOP how to vote any Company shares held in
these plans on your behalf. The 401(k) Plan, GESOP and ESSOP trustees and fiduciaries may vote at their
discretion shares for which timely instructions are not received.

Who is our transfer agent?

Qur transfer agent is BNY Mellon Shareowner Services. Representatives of BNY Mellon Shareowner
Services will tabulate the votes and act as inspectors of election at the Annual Meeting,.

What vote is required to approve each proposal?

(1} For the Election of Directors. 'With respect to Proposal 1, the ten nominees for director receiving
the most votes from those shares present or represented at the Annual Meeting will be elected. If
you do not vote for a particular nominee, or you withhold authority for one or all nominees, your
vote will be counted for purposes of determining whether there is a quorum, but will not count
either “for” or “against” the nominee. If a director does not receive a majority of votes “for” his
or her election, that director must tender a resignation from the Board. The Board will then
decide whether to accept the resignation within 90 days (based on the recommendation of the
Nominating and Governance Committee}, and will disclose its determination and its reasoning
either in a press release or an SEC filing.

(2) For All Other Matters. With respect to the proposals to amend and restate our 2003 Long-Term
Incentive Plan and to ratify the appointment of Ernst & Young LLP as our auditors for the year
ending December 31, 2008, the affirmative vote of a majority of shares participating in the voting
is required. At present, the Board knows of no matters other than these to be presented for
stockholder action at the Annual Meeting. A properly executed proxy marked “abstain” with
respect to any of these matters will not be voted “for” or “against” the proposal(s), but will be
counted for purposes of determining the number of votes cast. Accordingly, an abstention will
have the effect of a negative vote.

Is voting confidential?

Yes. We will treat proxy cards, ballots and voting tabulations as confidential. Generally, only the
inspectors of election and certain employees associated with processing proxy cards, counting the vote or
administering the meeting have access to these documents.

How is the Company soliciting proxies?

We have retained The Aliman Group, Inc. to assist with the solicitation of proxies. The Altman Group
will receive customary fees as compensation for its services plus reimbursements for its relatedI
out-of-pocket expenses. We and the Altman Group will solicit proxies chiefly by mail and via the Internet
pursuant to the e-proxy rules, but additional solicitations may be made in person, by electronic delwery,l
the Internet, telephone or other media. No additional compensation will be paid to our directors, officers
or other employees in connection with this solicitation. We may enlist the assistance of brokerage houses
fiduciaries, custodians and other third parties in soliciting proxies. All solicitation expenses, including costs
of preparing, assembling and mailing proxy material, will be borne by us.




PROPOSALS TO BE VOTED UPON
Proposal 1: Re-Election of Existing Directors.

We declassified our Board of Directors at last year’s annual meeting. However, we are phasing in our
annual elections so five of our directors who were elected to a three-year term in 2006 will be up for
election at our 2009 annual meeting and then annually thereafter. The term of our other ten directors
expires at this Annual Meeting. The Board has nominated each of the following incumbent directors to
stand for re-election for a one-year term, expiring at our 2009 Annual Meeting of Stockholders and until
his or her successor has been elected and qualified: Ursula M. Burns, Nancy-Ann DeParle,
J. Raymond Elliott, Marye Anne Fox, Ray J. Groves, N.J. Nicholas, Jr., Pete M. Nicholas, John E. Pepper,
Warren B. Rudman, and James R. Tobin.

We know of no reason why any of the nominees would be unable to serve as a director. However,
should such a situation arise, the Board may designate a substitute nominee or, alternatively, reduce the
number of directors to be elected. If a substitute nominee is selected, the persons named as proxies will
vote for that substitute nominee. Any vacancies not filled at the Annual Meeting may be filled by the
Board.

Name

Ursula M. Burns . ... ..... Ursula M. Burns has been a Director of Boston Scientific since 2002.
Age 49 Ms. Burns is President of Xerox Corporation. Ms. Burns joined Xerox in
Director since 2002 1980, subsequently advancing through several engineering and manage-

ment positions. Ms, Burns served as Vice President and General Man-
ager, Departmental Business Unit from 1997 to 1999, Senior Vice
President, Worldwide Manufacturing and Supply Chain Services from
1999 to 2000, Senior Vice President, Corporate Strategic Services from
2000 to 2001, President of Document Systems and Solutions Group from
2001 to 2003 and President of Business Group Operations and Corpo-
rate Senior Vice President until her most recent appointment in April
2007. She serves on the boards of directors of Xerox Corporation,
American Express Corporation, the National Association of Manufac-
turers, the FIRST (For Inspiration and Recognition of Science and
Technology) Foundation, the National Center on Addiction and Sub-
stance Abuse at Columbia University and the National Academy Foun-
dation and is a Trustee of the University of Rochester. Ms. Burns earned
a B.S. degree from Polytechnic Institute of New York and an M.S.
degree in mechanical engineering from Columbia University.




Nancy-Ann DeParle . . . .. ..
Age 51
Director since 2006

J. Raymond Elliott. . . . ...
Age 58
Director since 2007

Nancy-Ann DeParle has been a Director of Boston Scientific since April
2006, Ms, DeParle is a Managing Director of CCMP Capital Advi-
sors, LLC and an Adjunct Professor at The Wharton school of the
University of Pennsylvania. She had been a Senior Advisor for JPMor-
gan Partners from 2000 to 2006. Previously she served as the Administra-
tor of the Health Care Financing Administration (HCFA) (now the
Centers for Medicare and Medicaid Services). from 1997 to 2000. Prior
to her role at HCFA, Ms. DeParle was the Associate Director for Health
and Personnel at the White House Office of Management and Budget
trom 1993 to 1997 and served as commissioner of the Tennessee Depart-
ment of Human Services from 1987 to 1989. She also has worked as a
lawyer in private practice in Nashville, Tennessee and Washington, D.C.
Ms. DeParle is a director of Cerner Corporation, DaVita Inc. and
Legacy Hospital Partners, Inc. She is also a trustee of the Robert Wood
Johnson Foundation and serves on the Medicare Payment Advisory
Commission and on the editorial board of Health Affairs. Ms. DeParle
received a B.A. degree from the University of Tennessee, a J.D. from
Harvard Law School, and B.A. and M.A. degrees in Politics and Eco-
nomics from Balliol College of Oxford University, where she was a
Rhodes Scholar.

J. Raymond Elliott became a Director of Boston Scientific in Septem-
ber 2007. Mr. Elliott. was the Chairman of Zimmer Holdings, Inc. until
November 2007 and was President and Chief Executive Officer of
Zimmer Holdings, Inc. from March 2001 to May 2007. Mr. Elliott was
appointed President of Zimmer, Inc. in November 1997. Mr. Elliott has
more than 35 years of experience in orthopedics, medical devices and
consumer products. He has served as a director on more than 20
business-related boards in the U.S., Canada, Japan and Europe and has
served on six occasions as Chairman. He has served as a member of the
board of directors and chair of the orthopedic sector of the Advanced
Medical Technology Association (AdvaMed) and is a director of the
Indiana Chamber of Commerce, the American Swiss Foundation and
the Bausch & Lomb Corporation. Mr. Elliott has served as the Indiana
representative on the President’s State Scholars Program and as a
trustee of . the Orthopaedic Research and Education Foundation
(OREF). He holds a bachelor’s degree from the University of Western
Ontario, Canada.




Marye Anne Fox . ........
Age 60
Director since 2001

RayI. Groves ...........
Age 72
Director since 1999

Marye Anne Fox has been a Director of Boston Scientific since 2001.
Dr. Fox has been Chancellor of the University of California, San Diego
and Distinguished Professor of Chemistry since August 2004. Prior to
that, she served as Chancellor of North Carolina State University and
Distinguished University Professor of Chemistry from 1998 to 2004,
From 1976 to 1998, she was a member of the faculty at the University of
Texas, where she taught chemistry and held the Waggoner Regents Chair
in Chemistry from 1991 to 1998. She served as the University’s Vice
President for Research from 1994 to 1998. Dr. Fox has served as the
Co-Chair of the National Academy of Sciences” Government-University-
Industry Research Roundtable and serves on President Bush’s Council
of Advisors on Science and Technology. She has served as the Vice Chair
of the National Science Board. She also serves on the boards of a
number of other scientific, technological and civic organizations, and is a
member of the boards of directors of Red Hat Corp., W.R. Grace Co.
and the Camille and Henry Dreyfus Foundation. She has been honored
by a wide range of educational and professional organizations, and she
has authored more than 350 publications, including five books. Dr. Fox
holds a B.S. in Chemistry from Notre Dame College, an M.S. in Organic
Chemistry from Cleveland State University, and a Ph.D. in Organic
Chemistry from Dartmouth College.

Ray J. Groves has been a Director of Boston Scientific since 1999. From
2001 to 2005, Mr. Groves served in various reles at Marsh Inc., including
President, Chairman and Senior Advisor, and is a former member of the
board of directars of its parent company, Marsh & McLennan Compa-
nies, Inc. He served as Chairman of Legg Mason Merchant Bank-
ing, Inc. from 1995 to 2001. Mr. Groves served as Chairman and Chief
Executive Officer of Ernst & Young for 17 years until his retirement in
1994. Mr. Groves currently serves as a member of the boards of direc-
tors of Electronic Data Systems Corporation, the Colorado Physicians
Insurance Company, Group Ark Insurance Holdings, Ltd. and as Chair-
man of Calvert Street Capital Corporation. Mr. Groves is a member of
the Council on Foreign Relations. He is a former member of the Board
of Governors of the American Stock Exchange and the National Associ-
ation of Securities Dealers. Mr. Groves is former Chairman of the board
of directors of the American Institute of Certified Public Accountants.
He is a member and former Chair of the board of directors of The Ohio
State University Foundation and a member of the Dean’s Advisory
Council of the Fisher College of Business. He is a former member of the
Board of Overseers of The Wharton School of the University of Penn-
sylvania and served as the Chairman of its Center for the Study of the
Service Sector. Mr. Groves is an advisory director of the Metropolitan
Opera Association and a director of the Collegiate Chorale. Mr. Groves
received a B.S. degree from The Ohio State University.




N.J. Nicholas, Jr. .........
Age 68
Director since 1994

Pete M. Nicholas .. .......
Age 66
Director since 1979

John E. Pepper . .........
Age 69
Director since 2003

N.J. Nicholas, Jr. has been a Director of Boston Scientific since 1994 and
is a private investor. Previously, he served as President of Time, Inc.
from September 1986 to May 1990 and Co-Chief Executive Officer of
Time Warner, Inc. from May 1990 until February 1992. Mr. Nicholas is a
director of Xerox Corporation and Time Warner Cable, Inc. He has
served as a member of the President’s Advisory Committee for Trade
Policy and Negotiations and the President’s Commission on Environ-
mental Quality. Mr. Nicholas is Chairman of the Board of Trustees of
the Environmental Defense Fund and a member of the Council on
Foreign Relations. Mr. Nicholas received an A.B. degree from Princeton
University and an M.B.A. degree from Harvard Business School. He is
the brother of Pete M. Nicholas, Chairman of the Board.

Pete M. Nicholas, a co-founder of Boston Scientific, has been Chairman
of the Board since 1995. He has been a Director since 1979 and served
as our Chief Executive Officer from 1979 to March 1999 and as
Co-Chairman of the Board from 1979 to 1995. Prior to joining Boston
Scientific, he was corporate director of marketing and general manager
of the Medical Products Division at Millipore Corporation, a medical
device company, and served in various sales, marketing and general
management positions at Eli Lilly and Company. He is cutrently Chair-
man Emeritus of the Board of Trustees of Duke University.
Mr. Nicholas is a Fellow of the National Academy of Arts and Sciences
and Vice Chairman of the Trust for that organization. He also serves on
several for profit and not-for-profit boards including CEOs for Funda-
mental Change in Education and the Boys and Girls Club of Boston,
After college, Mr. Nicholas served as an officer in the U.S. Navy,
resigning his commission as lieutenant in 1966. Mr. Nicholas received a
B.A. degree from Duke University, and an M.B.A. degree from The
Wharton School of the University of Pennsylvania. He is the brother of
N.J. Nicholas, Jr., one of our directors.

John E. Pepper has been a Director of Boston Scientific since 2003 and
he previously served as a director of Boston Scientific from November
1999 1o May 2001. Mr. Pepper is a Co-Chair of the board of directors of
the National Underground Railroad Freedom Center and served as its
Chief Executive Officer until May 2007. Previously he served as Vice
President for Finance and Administration of Yale University from Janu-
ary 2004 to December 2005. Prior to that, he served as Chairman of the
executive committee of the board of directors of The Procter & Gamble
Company until December 2003. Since 1963, he served in various posi-
tions at Procter & Gamble, including Chairman of the Board from 2000
to 2002, Chief Executive Officer and Chairman from 1995 to 1999,
President from 1986 to 1995 and director since 1984, Mr. Pepper is
Chairman of the board of directors of The Walt Disney Company, and is
a member of the executive committee of the Cincinnati Youth Collabo-
rative. Mr. Pepper graduated from Yale University in 1960 and holds
honoraty doctoral degrees from Yale University, The Ohio State Univer-
sity, Xavier University, University of Cincinnati, Mount St. Joseph Col-
lege and St. Petersburg University (Russia).




Warren B. Rudman . ... ...
Age 77
Director since 1999

James R. Tobin ..........
Age 03
Director since 1999

Senator Warren B. Rudman has been a Director of Boston Scientific
since 1999. Senator Rudman is Co-Chairman of Stonebridge Interna-
tional, LLC and has been Of Counsel to the international law firm Paul,
Weiss, Rifkind, Wharton & Garrison LLP since January 2003. Previ-
ously, he was a partner of the firm since 1992. Prior to joining the firm,
he served two terms as a U.S. Senator from New Hampshire from 1980
to 1992. He serves on the boards of directors of several funds managed
by the Dreyfus Corporation. Senator Rudman is Vice Chairman of the
Internationat Advisory Board of D.B. Zwirn + Co. and a member of the
External Advisory Council of BP America Inc. He is the founding
co-chairman of the Concord Coalition. Senator Rudman received a B.S.
from Syracuse University and an LL.B. from Boston College Law School
and served in the U.S. Army during the Korean War.

James R. Tobin is our President and Chief Executive Officer and also
serves as a Director. Prior to joining Boston Scientific in March 1999,
Mr. Tobin served as President and Chief Executive Officer of Bio-
gen, Inc. from 1997 to 1998 and Chief Operating Officer of Biogen from
1994 to 1997. From 1972 to 1994, Mr. Tobin served in a variety of
executive positions with Baxter International, including President and
Chief Operating Officer from 1992 to 1994. Previously, he served at
Baxter as Managing Director in Japan, Managing Director in Spain,
President of Baxter’s [.V. Systems Group and Executive Vice President.
Mr. Tobin currently serves on the boards of directors of Curis, Inc. and
Applera Corporation. Mr. Tobin holds an A.B. from Harvard College
and an M.B.A. from Harvard Business School, Mr. Tobin served in the
1.8, Navy from 1968 to 1972 where he achieved the rank of lieutenant.

THE BOARD RECOMMENDS THAT YOU VOTE “FOR” THE ELECTION OF
ALL TEN OF THESE NOMINEES FOR DIRECTOR.




The following directors hold the Company’s remaining Board seats:

John E. Abele . . .
Age 71
Director since 1979

Joel L. Fleishman
Age 73
Director since 1992

Term Expires 2009 (and thereafter to be elected annirally)

John E. Abele, our co-founder, has been a Director of Boston Scientific
since 1979, Mr. Abele was our Treasurer from 1979 to 1992, our
Co-Chairman from 1979 to 1995 and our Vice Chairman and Founder,
Office of the Chairman from February 1995 to March 1996. Mr. Abele is
also the owner of The Kingbridge Centre and Institute, a 120-room
conference center in Ontario that provides special services and research
to businesses, academia and government. He was President of
Medi-tech, Inc. from 1970 to 1983, and prior to that served in sales,
technical and general management positions for Advanced Instru-
ments, Inc. Mr. Abele is the Chairman of the Board of the FIRST (For
Inspiration and Recognition of Science and Technology) Foundation and
is also a member of numerous not-for-profit boards. Mr. Abele received
a B.A. degree from Ambherst College.

Joel L. Fleishman has been a Director of Boston Scientific since 1992.

He is a Professor of Law and Public Policy at Duke University where he
has served in various administrative positions, including First Senior
Vice President, since 1971. Mr. Fleishman is a founding member of the
governing board of the Duke Center for Health Policy Research and
Education and was the founding director from 1971 to 1983 of Duke
University’s Terry Sanford Institute of Public Policy. He is the director of
the Samuel and Ronnie Heyman Center for Ethics, Public Policy and the
Professions and the director of the Duke University Philanthropic
Research Program. From 1993 to 2001, Mr. Fleishman took a part-time
leave from Duke University to serve as President of the Atlantic Philan-
thropic Service Company, the U.S. program staff of Atlantic Philanthro-
pies. Mr. Fleishman also serves as a member of the Board of Trustees of
The Center for Effective Philanthropy and the Partnership for Public
Service, Chairman of the Board of Trustees of the Urban Institute,
Chairman of The Visiting Committee of the Kennedy School of Govern-
ment, Harvard University, and as a director of Polo Ralph Lauren
Corporation. Mr. Fleishman received A .B., M.A. and J.D. degrees from
the University of North Carolina at Chapel Hill, and an LL.M. degree
trom Yale University.
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Kristina M. Johnson. . ... ..
Age 50
Director since 2006

Emest Mario. ...........
Age 69
Director since 2001

Term Expires 2009 (and thereafter to be elected annually) (continued)

Kristina M. Johnson has been a Director of Boston Scientific since
April 2006. Dr. Johnson is Provost and Senior Vice President of Aca-
demic Affairs at The Johns Hopkins University. Until September 2007,
she was Dean of the Pratt School of Engineering at Duke University, a
position she had held since July 1999. Previously she served as a profes-
sor in the Electrical and Computer Engineering Department, University
of Colorado and director of the National Science Foundation Engineer-
ing Research Center for Optoelectronics Computing Systems at the
University of Colorado, Boulder. Dr, Johnson is a co-founder of the
Colorado Advanced Technology Institute Center of Excellence in
Optoelectronics and serves as a director of Minerals Technologies, Inc.,
AES Corporation and Nortel Corporation. Dr. Johnson also serves on
the board of directors of SPIE (the Society of Photo-Optical Instrumen-
tation Engineers) and SparkIP, a privately held corporation. Dr. Johnson
was a Fulbright Faculty Scholar in the Department of Electrical Engi-
neering at the University of Edinburgh, Scotland and a NATO
Post-Doctoral Fellow at Trinity College, Dublin, Ireland. Dr. Johnson
received B.S., M.S. and Ph.D. degrees in electrical engineering from
Stanford University.

Ernest Mario has been a Director of Boston Scientific since 2001 and is
currently the Chairman and Chief Executive Officer of Capnia, Inc.
From 2003 to July 2007, Dr. Mario was Chairman of Reliant
Pharmaceuticais. From 2003 to 2006, he was also the chief executive
officer of Reliant Pharmaceuticals. Prior to joining Reliant Pharmaceuti-
cals in April 2003, he was the Chairman of IntraBiotics Pharmaceuti-
cals, Inc. from April 2002 to April 2003. Dr. Mario also served as
Chairman and Chief Executive Officer of Apothogen, Inc., a pharma-
ceutical company, from January 2002 to April 2002 when Apothogen
was acquired by IntraBiotics, Dr. Mario served as the Chief Executive of
Glaxo Holdings plc from 1989 until March 1993 and as Deputy Chair-
man and Chief Executive from January 1992 until March 1993. From
1993 to 1997, Dr. Mario served as Co-Chairman and Chief Executive
Officer of ALZA Corporation, a research-based pharmaceutical com-
pany with leading drug-delivery technologies, and Chairman and Chief
Executive Officer from 1997 to 2001. Dr. Mario presently serves on the
boards of directors of Maxygen, Inc., Pharmaceutical Product Develop-
ment, Inc., Avid Radiopharmaceuticals, Inc. and Celgene Corporation.
He was a Trustee of Duke University from 1988 to June 2007 and in July
2007 he retired as Chairman of the Board of the Duke University Health
System which he chaired from its inception in 1996. He is a past
Chairman of the American Foundation for Pharmaceutical Education
and serves as an advisor to the pharmacy schools at the University of
Maryland, the University of Rhode Istand and The Ernest Mario School
of Pharmacy at Rutgers University. Dr. Mario holds a B.S. in Pharmacy
from Rutgers, and an M.S. and a Ph.D. in Physical Sciences from the
University of Rhode Island.
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Uwe E. Reinhardt
Age 70
Director since 2002

Term Expires 2009 (and thereafter to be elected annually) (continued)

Uwe E. Reinhardt has been a Director of Boston Scientific since 2002.
Dr. Reinhardt is the James Madison Professor of Political Economy and
Professor of Economics and Public Affairs at Princeton University,
where he has taught since 1968. Dr. Reinhardt is a senior associate of
the University of Cambridge, England and serves as a Trustee of Duke
University and the Duke University Health System, H&Q Healthcare
Investors, H&Q Life Sciences Investors and Hambrecht & Quist Capital
Management LLC. He is also the Commissioner of the Kaiser Family
Foundation Commission on Medicaid and the Uninsured and a member
of the board of directors of Amerigroup Corporation and Legacy Hospi-
tal Partners, Inc. Dr. Reinhardt is also a member of the Institute of
Medicine of the National Academy of Sciences. Dr. Reinhardt received
a Bachelor of Commerce degree from the University of Saskatchewan,
Canada and a Ph.D. in economics from Yale University.
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CORPORATE GOVERNANCE

Our Board of Directors has established a Corporate Governance Manual to guide the operation and
direction of the Board and its committees. The Corporate Governance Manual consists of our Corporate
Governance Guidelines, charters for the standing committees of the Board and our Code of Conduct.
Current copies of our Corporate Governance Guidelines, committee charters and Code of Conduct are
available on our website at www.bostonscientific.com and may also be obtained free of charge by written
request to: Investor Relations, One Boston Scientific Place, Natick, MA 01760-1537.

Director Independence

Our Corporate Governance Guidelines require that a significant majority of the Board be
independent. Qur common stock is listed on the New York Stock Exchange (NYSE). To be considered
independent under the NYSE rules, the Board must affirmatively determine that a director does not have
a direct or indirect material relationship with the Company. In addition, a director is not independent if:

* The director is, or has been within the last three years, an employee of the Company or if the
director has an immediate family member who is, or has been within the last three years, an
executive officer of the Company.

* The director has received, or has an immediate family member who has received, during any
12-month period within the last three years, more than $100,000 in direct compensation from the
Company, other than director and committee fees and pension or other forms of deferred
compensation for prior service (provided such compensation is not contingent in any way on
continued service).

* (A) The director or the director’s immediate family member is a current partner of the Company’s
internal or external auditor; (B) the director is a current employee of the Company’s external
auditing firm; (C) the director has an immediate family member who is a current employee of the
Company’s external auditing firm and who participates in the firm’s audit, assurance or tax
compliance (but not tax planning} practice; or (ID) the director or the director’s immediate family
member was within the last three years (but is no longer) a partner or employee of the Company’s
external auditing firm and personally worked on the Company’s audit within that time.

* The director or the director’s immediate family member is, or has been within the last three years,
employed as an executive officer of another company where any of the Company’s present executive
officers serve or served at the same time on that other company’s compensation committee.

* The director is a current employee, or the director’s immediate family member is a current
executive officer, of a company that has made payments to or received payments from the Company
for property or services in an amount which, in any of the last three fiscal years, exceeds the greater
of $1 million or 2% of such other company’s consolidated gross revenues.

The Board also has established the following categorical standards, which can be found in our
Corporate Governance Guidelines, to assist it in determining director independence in accordance with
the NYSE rules:

¢ Commercial Relationships. The following commercial relationships are not considered material
relationships that would impair a director’s independence: (i) if a director of the Company is an
executive officer or an emplovee of, or an immediate family member of a director is an executive
officer of, another company that does business with the Company and the annual sales to, or
purchases from, the Company are less than 1% of the annual revenues of such other company, and
(ii) if a director of the Company is an executive officer of another company which is indebted to the
Company, or to which th¢ Company is indebted, and the total amount of either company’s
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indebtedness to the other is less than 2% of the total consolidated assets of the company for which
he or she serves as an executive officer.

| * Charitable Relationships. The following charitable relationship will not be considered a material
| relationship that would impair a director’s independence: if a director, or an immediate family
member of the director, serves as an executive officer, director or trustee of a charitable
organization, and the Company’s discretionary charitable contributions to that charitable
organization in any single fiscal year are less than 1% (or $500,000,whichever is less) of that
charitable organization’s annual consolidated gross revenues.

* Personal Relationships. The following personal relationship will not be considered to be a material
relationship that would impair a director’s independence: if a director, or immediate family member
of the director, receives from, or provides to, the Company products or services in the ordinary
course and on substantially the same terms as those prevailing at the time for comparable products
or services provided to unaffiliated third parties.

For relationships not qualifying within the foregoing guidelines, the determination of whether the
relationship is material, and therefore whether the director is independent, shall be made by the directors
who satisfy the foregoing independence guidelines. For purposes of these guidelines, “immediate family
member”’ has the meaning defined in the NYSE rules. The Board monitors its compliance with the NYSE
requirements for director independence on an ongoing basis.

In accordance with current NYSE rules and our own categorical standards of independence, the
Board of Directors has determined that the following non-employee directors are deemed “independent”
and have no direct or indirect material relationship with the Company, except as a director and
stockholder: Ursula M. Burns, Nancy-Ann DeParle, J. Raymond Elliott, Joel L. Fleishman, Marye Anne
Fox, Ray J. Groves, Kristina M. Johnson, Ernest Mario, John E. Pepper, Uwe E. Reinhardt and Warren B.
Rudman. Currently, 11 out of the 15 members of our Board are independent. The Board has determined
that James R. Tobin, our President and CEQ, is not independent because he is an employee of Bosten
Scientific; Pete Nicholas and John Abele are not independent because they were employees of Boston
Scientific within the last three years, retiring in May 2005; and N.J. Nicholas, Jr. is not independent
because he is the brother of Pete Nicholas, who received more than $100,000 in direct compensation from
Boston Scientific within the last three years. The Board reviewed Boston Scientific’s relationship with
Xerox Corporation (of which Ursula Burns is an executive officer), The Johns Hopkins University (of
which Kristina Johnson is Provost), Duke University (at which Joel Fleishman is a professor), Princeton
University (at which Uwe Reinhardt is a professor) and the University of California at San Diego (at which
Marye Anne Fox is Chancellor), and in each case, determined that those relationships fall below our
categorical standards for commercial relationships, were established in the ordinary course of business on
an arms-length basis and are not material to Boston Scientific, those individuals or those organizations.

Nominations for Directors

Our Nominating and Governance Committee is responsible for identifying and recommending
nominees for election to the Board. The Nominating and Governance Committee believes that all director
nominees must, at a minimum, meet the general criteria outlined in our Corporate Governance Guidelines
(which are available on our website at www.bostonscientific.com).

Generally, directors should be individuals who have succeeded in their particular field and who
demonstrate integrity, reliability, knowledge of corporate affairs and an ability to work well with others.
Directors should also satisfy at least one of the following criteria:

+ Demonstrated management ability at senior levels in successful organizations;

» Current or recent employment in positions of significant responsibility and decision making;
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» Expertisc in leading rapidly growing multi-national organizations; or

* Current and prior experience related to anticipated board and committee responsibilities in other
areas of importance to the Company.

The qualifications of candidates recommended by stockholders will be reviewed and considered by the
Nominating and Governance Committee with the same degree of care and consideration as candidates for
nomination to the Board submitted by Board members and our Chief Executive Officer. Under our Bylaws
and SEC regulations, any stockholder proposal or director nominations for the 2009 Annual Meeting of
Stockholders must be received on or before November 29, 2008 in order to be considered for inclusion in
our 2009 Proxy Statement. Please address your proposal, recommendation or nomination to our Secretary
at Boston Scientific Corporation, One Boston Scientific Place, Natick, MA 01760-1537.

Communications with the Board

Stockholders and other interested parties who wish to communicate directly with any member of our Board of
Directors, or our non-management directors as a group, may do so by writing to the Board of Directors, Boston
Scientific Corporation, ¢/o General Counsel, One Boston Scientific Place, Natick, MA 01760-1537 or by contacting
the non-management directors via email at non-managementdirectors@bsci.com. In addition, stockholders and
other interested parties may contact the chairperson of each committee at the following email addresses:
AuditCommittee(@bsci.com, FinanceCommittee@bsci.com, NominatingandGovernanceCommittee(@bsci.com,
QualityCommittee@bsci.com, CompensationCommittee@bsci.com and LegalAffairsCommittee@bsci.com. The
Board has authorized the office of our General Counsel to review and organize, but not screen, communications
from stockholders and/or interested parties and deliver them to the Board. We do screen commercial solicitations to
the Board for appropriateness.

Board Service Limitation

Without the approval of the Nominating and Governance Committee, no director may sit on more
than four public company boards (including our board) and the CEQ may not sit on more than one public
company board (in addition to our board).

Arrangements for the Election of Directors

We do not have any current arrangements relating to the election of directors to our Board.

Separation of Chairman and Chief Executive Officer

We separate the roles of Chairman of the Board and Chief Executive Officer. Our Chairman is Pete
M. Nicholas and our Chief Executive Officer is James R. Tobin.

Related Party Transactions

Qur Board of Directors has adopted a written related party transaction policy to monitor transactions,
arrangements or relationships in which Boston Scientific and any of the following have an interest: an
executive officer or director, an immediate family member of an executive officer or director, a person or
entity holding more than a 5% beneficial interest in our common stock, or any entity in which any of the
foregoing persons is employed, is a principal, or has a 10% or greater beneficial ownership interest. The
policy covers any related party transaction that meets the minimum thresheld for disclosure under the
relevant SEC rules (generally, transactions involving amounts exceeding $120,000 in which a related
person has a direct or indirect material interest).

Our General Counsel is responsible for identifying any potential related party transactions and, if he
determines that the existing or proposed transaction constitutes a related party transaction under the
policy, he will provide relevant details and an analysis of the related party transaction to the Audit
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Committee. The General Counsel will provide an annual summary to the Audit Committee of all
transactions or relationships which he considered under this policy, including those that he determined dé
not constitute a related party transaction. If the General Counsel has an interest in a potential related
party transaction, he will provide all relevant information to our Chief Executive Officer or his designeek
who will review with counsel to determine whether the proposed transaction is a related party transactiong
The Chief Executive Officer or his designee will present the information to the Audit Committee that
would otherwise be provided by the General Counsel. The Audit Committee reviews relevant information
concerning any existing or proposed transaction contemplated by the Company with an entity that is th
subject of a disclosed relationship, and approves or disapproves the transaction, with or without condition
or additional protections for the Company. Our related party transactions policy can be found in ou
Corporate Governance Guidelines posted on our website,

During 2007, we made payments of approximately $720,000 to Arnold & Porter LLP, a law firm of
which the brother of Paul W. Sandman, our General Counsel, was an equity partner until December 2007*
Mr. Sandman’s brother did not perform any services for us. The Audit Committee approved this
relationship under our written related party transactions policy in 2007.

Several of our directors are affiliated with Duke University. Joel L. Fleishman has been employed by
Duke University since 1971 and is currently a Professor of Law and Public Policy there. Ernest Mario wa$
Chairman of the Board of the Duke University Health System until July 2007. Pete M. Nicholas received
his B.A. degree from Duke University and is Chairman Emeritus of the Board of Trustees of Duké
University. Uwe E. Reinhardt is a Trustee of Duke University and the Duke University Health SystemL.
Kristina M. Johnson was the Dean of the Pratt School of Engineering at Duke University until Septembe{'
2007. We also conduct business in the ordinary course with the medical center and other healthcar
facilities at Duke University. The Board reviewed these relationships and determined that they wer?
established in the ordinary course of business on an arms-length basis and are not material to Boston
Scientific, Duke University or the listed directors.

From time to time, our directors or executive officers may invest in venture funds in which we are also
an investor. These venture funds are generally managed by unaffiliated third parties. Our decisions, and
the decisions of our directors and officers, to invest in these ventures are made independently of each
other.
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MEETINGS AND BOARD COMMITTEES
Board Meetings

The Board met 10 times in fiscal year 2007. Each director attended at least 75% of the meetings of the
Board and of the committees on which he or she served with the exception of Uwe Reinhardt and Joel
Fleishman. Mr, Fleishman attended all regularly scheduled Board and committee meetings but was unable
to attend four special Board and committee meetings due to prior commitments.

Executive Sessions

The non-management directors or independent directors meet in executive sessions without
management directors at most of our regularly scheduled Board meetings and at such other times as they
deem appropriate but, in any event, at least once annually. The chairperson of the Nominating and
Governance Committee presides at executive sessions of non-management directors, and in his or her
absence, the chairperson of the Audit Committee will preside, and in his or her absence, the chairperson of
the Executive Compensation and Human Resources Committee will preside.

Director Attendance at Board, Board Committee and Annual Meetings

Directors are expected to prepare for and use reasonable efforts to participate in all Board meetings
and meetings of the committees on which they serve. The Board and each committee will meet as
frequently as necessary to properly discharge their responsibilities, provided that the full Board will meet
at least four times per year. Generally, the Board meets in February, May, July, October and December. In
addition, directors are expected to use reasonable efforts to attend Annual Meetings of Stockholders.
Fourteen out of fourteen of our directors (Mr. Elliott did not join our Board unti! September 2007, after
the Annual Meeting) attended last year's Annual Meeting.

Committees of the Board

Qur Board of Directors has standing Audit, Executive Compensation and Human Resources,
Nominating and Governance, Finance, Compliance and Quality, and Legal Affairs Committees. The
charters of the standing committees of the Board are available on our website at www.bostonscientific.com.
Our Board also establishes special committees from time to time.

Committee Independence

All of the members of the Audit Committee, Executive Compensation and Human Resources
Committee, Nominating and Governance Committee, Compliance and Quality Committee, and Legal
Affairs Committee are independent directors under the criteria for independence required by law, the
NYSE rules and under our categorical standards of independence. A significant majority of the members
of the Finance Committee are independent directors.
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Membership on each committee is set forth in the following table as of March 1, 2008:

BOARD COMMITTEE MEMBERSHIP
As of March 1, 2008

Executive
Compensation Nominating Compliance
and Human and and Legal
Audit Resources Governance Finance Quality Affairs

Name Committee Committee Committee  Committee  Committee  Commitlee
Ursula M. Burns . ......... * * +
Nancy-Ann DeParle .. ... ... * *
J. Raymond Elliott . .. ...... * * *
Joel L. Fleishman.......... * * *
Marye Anne. Fox .......... * *
Ray J. Groves ............ * + *
Kristina M. Johnson . . ...... * * *
Ernest Mario . ............ * + *
N.J. Nicholas, Jr. . ...... ... *
John E. Pepper . .......... * *
Uwe E. Reinhardt ......... * * *
Warren B. Rudman ........ + +

James R. Tobin .. .........

*  Committee Member
+ Committee Chair

Audit Committee

Our Audit Committee met 13 times during fiscal year 2007. The Board has determined that our Audit
Committee is comprised exclusively of non-employee directors, all of whom meet the mdependlance
requirements of the NYSE and the SEC. The Board has also determined that each of J. Raymond Ellllott
Ernest Mario and Uwe E. Reinhardt is an “audit committee financial expert” as that term is defined in the
rules and regulatlons of the SEC for purposes of Section 407 of the Sarbanes-Oxley Act of 2002.
Dr. Reinhardt is an “audit committee financial expert” by virtue of having taught financial accountm'g for
over 30 years at Princeton University. John Pepper was a member of the Audit Committee until October
2007, when he moved to the Nominating and Governance Committee,

The primary purpose of the Audit Committee is to provide oversight to our accounting and financial
reporting processes and audits of our financial statements. The Audit Committee primarily provides
assistance to our Board of Directors in the areas of corporate accounting, internal control, indepc?dent
audit and reporting practices, and maintains, by way of regularly scheduled meetings, a direct lipe of
communication among our directors, management, our internal auditors and our independent aucllitors.
The Audit Committee appoints our independent auditors, evaluates their qualifications, independence and
performance, and reviews their reports and other services. In addition, the Audit Committee pre-approves
audit, audit-related and non-audit services performed for us by our independent auditors and has the right
to terminate our independent auditors. It is also responsible for monitoring our adherence to established
legal and regulatory requirements, corporate policies, including our related party transactions policl', and
compliance and integrity programs and practices. The Audit Committee is governed by a written charter
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approved by our Board of Directors which is subject to review on an annual basis. The Audit Committee
Report can be found on page 70 of this Proxy Statement.

Executive Compensation and Human Resources Committee

Our Executive Compensation and Human Resources Committee (the Compensation Committee) met
six times during fiscal year 2007. The Compensation Committee is comprised of non-employee directors,
all of whom meet the independence requirements of the NYSE and the SEC. As outlined in its written
charter, the Compensation Committee has the authority, among other things, to:

* Determine and approve (and make recommendations to the Board regarding) our CEO’s
compensation, based on the performance evaluation by and recommendations of the Chairman of
the Board and the Nominating and Governance Committee;

+ Review, oversee and determine the total compensation package for our other executive officers;

* Review and make recommendations to the Board regarding employment, consulting, retirement,
severance and change in control agreements, indemnification agreements and other arrangements
proposed for our executive officers, including conducting a periodic review to evaluate these
arrangements for continuing appropriateness;

* Review and make recommendations to the Board regarding the compensation of our directors; and

* Adopt and periodically review a comprehensive statement of executive compensation philosophy,
strategy and principles.

The Compensation Committee may delegate its authority and duties to subcommittees or individual
members of the Compensation Committee, as it deems appropriate in accordance with applicable laws and
regulations. The Compensation Committee has delegated authority to our CEO to make equity grants to
new hires who are not executive officers within predetermined guidelines. These grants are reviewed by the
Compensation Committee at its next regularly scheduled meeting. Our CEQ makes recommendations to
the Compensation Committee regarding the amount and form of compensation of our executives (other
than himself), based upon their performance for the year and their achievement of the goals set at the
beginning of the year. The Chairman of the Board and the Nominating and Governance Committee make
recommendations to the Compensation Committee regarding the amount and form of CEO
compensation, based upon his performance for the year and his achievement of the goals set at the
beginning of the year. The Compensation Committee then makes a recommendation to the Board, and the
independent directors of the full Board approve the CEO’s compensation, in consideration of this
recommendation. Our Executive Vice President of Human Resources, in consultation with our
compensation consultants and the Chairman of the Board, makes recommendations to the Compensation
Committee regarding director compensation. The Compensation Committee then makes a
recommendation regarding director compensation for approval by the full Board of Directors.

The Compensation Committee may also retain compensation consultants to assist it in evaluating
executive compensation and may retain counsel, accountants or other advisors, as it deems appropriate, at
the Company’s expense. The Compensation Committee engaged the compensation consulting services of
Watson Wyatt and Towers Perrin in 2007. Watson Wyatt provides the Compensation Committee and
management with (i) market data on Board of Directors’ compensation, executive compensation and our
annual Performance Incentive Plan, (ii) assistance with defining a peer group of companies, and (iii) Proxy
Statement consulting services.

The Compensation Committee instructed Watson Wyatt to compare our Board of Directors and
executive compensation arrangements to those of our peer companies and to advise it of any
recommended revisions to those arrangements. With respect to executive compensation, the
Compensation Committee instructed Watson Wyatt to conduct a detailed analysis of executive
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compensation relative to our revised 2007 peer group with respect to total compensation, long-term pay for
performance, carried interest, and share dilution and expense. Details regarding the results of thes
analyses are contained in our Compensation Discussion & Analysis beginning on page 22. In addition, thé
Compensation Committee asked Watson Wyatt to:

* help the Company revise its peer group of companies and collect relevant market data from those
companies for base salary, incentive bonus and equity award referencing purposes;

* analyze and make recommendations regarding our 2007 Performance Incentive Plan and, in doiqg
so, to interview our executive officers, conduct market research and modeling, and benchmark our
Plan against those of our peer companies;

* review the director compensation practices of our peer companies to determine the relative
competitiveness of our outside director compensation program; and

* advise the Compensation Committee regarding the preparation of our Proxy Statement disclosures
regarding Board and executive compensation.

Watson Wyatt attended Compensation Committee meetings throughout 2007.

Towers Perrin provided the Compensation Committee and management with benefits plan design
consulting, director and executive compensation consulting, market surveys and compensati:on
communications support. The Compensation Committee instructed Towers Perrin to review our benefits
plans and specific executive compensation practices, conduct market surveys and executive interviews,
compare our 2007 merit increases for our executives to market practices, and make recommendations
regarding revisions to those practices. In addition, the Compensation Committee directed Towers Pﬂl‘l’il‘lll to
assist management in developing communications materials regarding our benefits and compensation
arrangements. Towers Perrin did not attend any Compensation Committee meetings in 2007.

The Compensation Committee Report can be found on page 43 of this Proxy Statement.

Nominating and Governance Committee

The Nominating and Governance Committee met five times during fiscal year 2007. Mr. Pepper
joined the Nominating and Governance Committee in October 2007 and Senator Rudman retired from|the
Nominating and Governance Committee in February 2008. The Nominating and Governance Commlttee
is comprised of non-employee directors, all of whom meet the independence requirements of the NYSE
and the SEC. As outlined in its written charter, the Nominating and Governance Committee Jhas
responsibility for recommending nominees for election and re-election to the Board, ensuring that Board
nominees are qualified and consistent with our needs, monitoring significant developments in the law and
practice of corporate governance for directors of public companies, recommending Board committee
assignments, reviewing and recommending Board policies and procedures, monitoring compliance with
our stock ownership guidelines and board service policy, and overseeing the Board and each committee of
the Board in their annual performance self-evaluations. In addition, the Nominating and Governance
Committee is responsible for recommending to the Board candidates for Chief Executive Officer,
overseeing the annual assessment of the performance of the Chief Executive Officer and developin’g an
ongoing succession plan for the Chief Executive Officer.

The Nominating and Governance Committee is responsible for reviewing with the Board, o:n an
annual basis, the current size, structure and compasition of the Board as a whole, and whether the
Company is being welt served by the directors taking into account: the directors’ degree of mdependence
business background, including any areas of particular expertise, such as accounting or related fmz'mmal
management expertise, marketing or technology; record of service (for incumbent directors), mc]udlng
attendance record; meeting preparation; overall contribution to the Board; employment status; gender;
ethnicity; age; availability for service to the Company; and anticipated needs of the Company.
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Finance Committee

The Finance Committee (formerly the Finance and Strategic Investment Committee) met eight times
during fiscal year 2007. The primary role of the Finance Committee is to provide a forum within the Board
to review our overall financing plans and long-term strategic objectives, as well as our shorter-term
acquisition and investment strategies and how these shorter-term activities fit within our overall business
objectives. As outlined in its written charter, the Finance Committee is charged with providing Board
oversight of our strategic planning and activities, approving strategic transactions for which the Board has
delegated authority, making recommendations 10 the Board regarding larger transactions, and evaluating
our financial strategies and policies. The Finance Committee has responsibility to review periodically with
management our strategic business objectives and the manner in which transactional activity can
contribute to the achievement of those objectives, and to review with management on a regular basis
contemplated strategic opportunities. The Finance Committee conducts periodic reviews of completed
transactions for the purposes of assessing the degree of success achieved, testing the extent to which the
projections and other assumptions relied upon in approving transactions have been borne out, identifying
the factors differentiating more successful transactions from less successful ones and evaluating the
strategic contributions resulting from these transactions. The Finance Committee is further charged with
conducting periodic reviews of our cash investments and cash management policies, debt ratings and global
financing objectives and strategies, including the review and approval of certain borrowing arrangements,
capital expenditures and dispositions, and activities that may impact our existing capital structure,

Compliance and Quality Committee

The Compliance and Quality Commitiee met five times during fiscal year 2007. The primary role of
the Compliance and Quality Committee is to oversee and evaluate our compliance and quality control
systems and initiatives, the systems in place to maintain, and identify deviations from, our compliance and
control standards, and our efforts to meet or exceed our compliance and quality control standards. The
Compliance and Quality Committee reviews and discusses with senior management the adequacy and
effectiveness of our compliance and quality control systems and initiatives, and reviews periodic reports
regarding any deviations from our standards. The Compliance and Quality Committee also reviews all
correspondence from any external quality control inspectors, such as the FDA, and discusses with senior
management our responses to those communications. In addition, the Compliance and Quality Committee
monitors, with senior management, the progress of Project Horizon, our cross-functionai effort to enhance
our quality systems, as well as the training and education programs for our employees. The Compliance
and Quality Committee recommends to the Board of Directors any actions it deems necessary or
appropriate to improve the effectiveness of our compliance and quality control systems and initiatives.

Committee on Legal Affairs

In the fourth quarter of 2007, our Committee on Legal Affairs became a standing committee. Prior to
becoming a standing committee, the Committee on Legal Affairs met three times during fiscal year 2007,
The primary role of the Committee on Legal Affairs is to oversee and keep the Board apprised of
significant legal matters facing the Company and the medical device industry, including patent litigation,
product liability suits, derivative suits, securities litigation and governmental investigations or inquiries.

Compensation Committee Interlocks and Insider Participation

The members of our Compensation Committee during 2007 were Warren B. Rudman, Ursula
M. Burns, Nancy-Ann DeParle, Ray J. Groves, and Kristina M. Johnson. None of these Compensation
Committee members is or has ever been an officer or employee of the Company. To our knowledge, there
were no other relationships involving members of the Compensation Committee or our other directors
which require disclosure in this Proxy Statement as a Compensation Committee interlock.

21




EXECUTIVE COMPENSATION

Compensation Discussion & Analysis |

The following discussion and analysis contains statements regarding individual and company performance
targets and goals. These targets and goals are disclosed in the limited context of our compensation programs and
should not be understood to be statements of management’s future expectations or estimates of future results or
other guidance. We specifically caution investors not to apply these statements to other contexis. '

Executive Summary |

The year 2007 was a year of challenges for Boston Scientific. Due to an unforeseeable shrinkage in
our primary market, drug-eluting stents, and a slow down in the growth rate of our other major market,
cardiac rhythm management, our corporate performance lagged our expectations and our stock price
declined throughout the year. In response, we implemented numerous initiatives designed to bring o:ur
expenses in line with revenue levels, including numerous non-strategic asset divestitures and expense and
headcount reduction initiatives. Our expectation is that these efforts will improve our future financial and
stock price performance and ultimately enhance stockholder value.

We believe that our executive team consists of the skilled people to enable us to achieve these goals.
The drug-eluting stent and cardiac rhythm management market challenges that we face are, in large part,
outside of the control of our employees, including our executives. As a result, the challenge and aspiration
of our Compensation Committee this year was to:

*» compensate our exccutive officers in a manner that provided appropriate incentives for our
executives to improve Company performance;

e retain those executives despite the fact that many of them have existing equity awards with little
retentive value;

» retain and engage those executives in a market where they are presented with other attrac}ive

employment opportunities; and at the same time '

* tie our executives’ pay to actual Company performance.

OQur past efforts to put a significant amount of our executives’ compensation at risk by tying its future
value to the future value of our stock have meant (given our recent stock price performance) that our
executives have a significant number of historical equity awards with little value. In other words, those
awards are truly “pay for performance” in that until our stock price improves, those prior awards'will
continue to be of little value to our executives. |

We had not made an annual equity award to our executives since 2005, when we made a three-year
equity grant (though certain of them did receive mid-year promotional awards in recognition of increased
responsibilities). In February 2008, we again made an annual equity award to our executives in ordqlr to
provide them with an opportunity to realize future value from that award if our stock price improves. In
addition in 2007 and 2008, we have migrated our performance incentive plan to have a longer-term flocus
so that our employees (including our executives) are rewarded for annual performance in addition to
quarterly performance, with annual performance having a heavier weighting in 2008 than individual
quarterly performance. Through these and other measures, we are attempting to more closely tie,; our
executives’ compensation to our long-term corporate performance. In addition, in 2003 we made retellltion
awards to certain of our executives (including two of our Named Executive Officers (NEOs)) to encourage
them to remain with the Company for at least the next two years to help us achieve these long-term goals.
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Our Executive Compensation Philesophy and Objectives

Our executive compensation philosophy is to provide our executives with appropriate and competitive
individual pay opportunities with actual pay outcomes heavily influenced by the attainment of corporate
and individual performance objectives. The objectives of our compensation program are to attract, retain,
engage, focus and reward the best available talent to achieve performance goals aligned with our mission,
quality policy and business goals. Qur mission is to improve the quality of patient care and the productivity
of healthcare delivery through the development and advocacy of less invasive medical devices and
procedures. Our quality policy, applicable to all employees, is: “I improve the quality of patient care and
all things Boston Scientific.” Qur business goals for 2007 included the achievement of specified sales, net
income and quality targets.

How We Determine Executive Compensation

Our Compensation Committee, and in certain cases our Board of Directors, bear principal
responsibility for assessing, determining and approving our executive compensation. Information about our
Compensation Committee and its composition, processes and responsibilities can be found on page 19 of
this Proxy Statement, under the heading “Executive Compensation and Human Resources Committee.”
There are three key elements to our process for setting executive compensation: (i) performance
considerations and business goals; (ii) market referencing; and (iii) CEO and Compensation Committee
judgment.

Performance Considerations and Business Goals

We award our exccutives compensation and assign them additional responsibilities as recognition for
how well they perform as a team in achieving our business goals, as well as how well they achieve their
individual goals. In order to determine whether our executives achieved individual and corporate goals, we
conduct an annual Performance Achievement and Development Review (PADR). The PADR process is
designed to guide performance discussions, set an executive’s performance objectives and communicate
annual achievement at the individual performance level. At the end of each year, overall performance is
rated on a scale ranging from needs improvement to outstanding. These achievement indicators heavily
influence the executive’s compensation. For 2007, our NEO PADR ratings ranged from “achieves
expectations” to “outstanding,” resulting in performance incentive payments ranging from 37% to 91% of
the NEOs’ base salaries. Our CEO conducts each NEO’s PADR. The Chairman of the Board and the
Nominating and Governance Committee together conduct the CEQ’s PADR, The CEQ communicates
each NEO’s PADR results (other than the CEO) to the Compensation Committee, and the Chairman of
the Nominating and Governance Committee communicates the CEOQ’s PADR results to the Compensation
Committee.

Market Referencing

Peer comparison. In addition to performance considerations, we also base our compensation
decisions on a review of relevant market information. The principle of market referencing means that our
compensation and benefits programs are benchmarked and administered against programs available to
employees in comparable roles at peer companies. To help collect market information in 2007, the
Compensation Committee engaged the services of Watson Wyatt and Towers Perrin, each third party
compensation consultants. Please see the discussion of the roles of and instructions given to these
consultants on page 19 under the header “Executive Compensation and Human Resources Committee.”
The compensation consultants assisted in defining a peer group of companies and then collecting relevant
market data from these companies to allow the Compensation Committee to compare base salary,
incentive bonus and equity awards to those of our peers.
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In 2007, Watson Wyatt worked with management to revise our peer comparison group to reduce the
emphasis on pharmaceutical companies and to focus more on companies of comparable size, industry;
market capitalization, performance, customer base, employee base, product offerings, mix and source of
revenue and complexity of business operations. In 2007, we excluded Johnson & Johnson and Wyeth
Pharmaceuticals from our peer group because of their industry and company size, and we retained certair
pharmaceutical companies (such as Abbott Laboratories, Bristol- Myers Squibb, Eli Lilly and Schering:
Plough) due to a lack of comparably sized U.S. medical device companies. Below are our 2006 peer group

and our revised 2007 peer group:

Revised 2007 Peer Group

Abbott Laboratories

Baxter Healthcare Corporation

Becton, Dickinson and Company
Bristol-Myers Squibb Company

Covidien Ltd. (formerly Tyco Healthcare)
Eli Lilly and Company

2006 Peer Group
Abbott Laboratories

Baxter Healthcare Corporation
Becton, Dickinson and Company
Bristol-Myers Squibb Company
Eli Lilly and Company

Johnson & Johnson

Medtronic, Inc. Hospira, Inc.
Schering-Plough Corporation Medironic, Inc.
St. Jude Medical, Inc. Schering-Plough Corporation

Stryker Corporation
Wyeth Pharmaceuticals, Inc. Stryker Corporation
Thermo Fisher Scientific, Inc.

|
St. Jude Medical, Inc. i
|
Zimmer Holdings, Inc. ’
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Comparable pay analytics.

In addition, as it related to the Compensation Committee’s determination

of executive!} compensation for 2007, Watson Wyatt conducted the following detailed analyses relative to
the Revised 2007 Peer Group:

Analysis

Purpose and Approach

Actual Positioning

Pay for Performance

Determine the level of alignment of
long-term realizable pay to company
performance for Boston Scientific as well
as in comparison to the peer group.

Long-term realizable pay is defined as the
sum of: (a) the intrinsic value of stock
options and stock appreciation rights,
(b) the current value of any full-value
share awards, and (c} any performance
share/cash plan payouts, all over the past
3 years.

Company performance is defined to be
total return to shareholders.

¢ For 2004 through 2006, as compared to
our peers, our below the 25th percentile
total return to shareholders has led to a
below the 25th percentile realizable pay
for our named executives, suggesting that
our executive pay is aligned with our
performance.

Total Compensation
Opportunity

Determine the competitiveness and
appropriateness of  current pay
opportunity in comparison to our peer
group.

Total Compensation Opportunity is
defined as the sum of: (a) base salary,
(b) target annual incentives, (c) the grant
date fair value of long-term incentive
awards and (d) value of benefits and
perquisites.

* Base salary and target annual incentive
levels are positioned between the 25th and
the 75th percentile.

* Long-term incentive grants have been
infrequent in recent years, resulting in a
wide variation of long-term incentive
values and competitive positioning for
target  total direct  compensation
opportunity.

* The value of benefits and perquisites
provided are generally within a
competitive range of our peer group.

Carried Interest

Assess, for each individual, the
appropriateness of total equity-based
long-term incentive holdings (or carried
interest) in comparison to our peers.

Carried interest is defined as the sum of;
(a) shares owned outright, (b) the intrinsic
value of stock options and stock
appreciation rights and (c) the current
value of any probable full-value share
awards, either time or performance-based.

* Overall, Watson Wyatt’s findings suggest
that our CEQ and the other NEOs are
generally below our peer group in carried
interest value.

(1) Mr. Gilbert was not an NEQO at the time Watson Wyatt performed these analyses, In determining his compensation, the
Compensation Committee reviewed survey data, rather than the 2007 peer group, including the Radford High Technology
Executive Survey, the U.S. Mercer Benchmark Executive Database and the Towers Perrin U.S. CDB General Industry
Executive Database. The data used for determining Mr. Gilbert’s compensation represented size-adjusted, industry-specific

benchmarks.
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With respect to our equity incentive plans, Watson Wyatt also reviewed pre-tax plan expense antlcl

dilution to ensure that the program as a whole was competitive in comparison 0 our peer group. ;
l

Towers Perrin also assisted us with comparable pay analytics by providing information from its data
bank on competitive levels of executive compensation. Based in part on this information, we targeted base
salaries and executive benefits at the median, Performance Incentive Plan awards at the 75th percentlle
and the grant value of equity awards at the 60th percentile of our 2007 peer group. These are overall
guidelines, but individual compensation pay levels may vary based on individual performance, internal pay
equity considerations and other factors. For example, in the case of a new hire, our Compensation
Committee also considers compensation provided by the previous employer in setting initial pay levels and
in making an attractive offer of employment.

CEO and Compensation Committee Judgment '

Our total compensation program is not only based on the application of Company and individual
performance considerations and market referencing but also the application of CEO and Compensation
Committee judgment. We do not employ a purely formulaic approach to any of our compensation plans.
There are guidelines and funding formulas in place for our equity and performance incentive plans that are
tied to specific financial and quality results, but there is also an individual performance factor and
executive retention considerations that permit discretion to adjust formula-driven awards based on those
considerations. As part of our Performance Incentive Plan, while the maximum funding levels are set in
advance under the Plan, the Compensation Committee may adjust a maximum funded or formqla
incentive award downward, based on the executive’s individual contribution and performance. !

In making its compensation determinations, our Compensation Committee reviews and analyzes tally
sheets, which provide a total of all elements of compensation for each of our executive officers. In addition,
the Compensation Committee considers the economic value as well as the retentive value of prior equity
grants received by our executives in determining current or future compensation, and considers each
executive’s compensation compared to the compensation of other executives and other employees
generally. In determining the reasonableness of our executives’ total compensation, the Compensatllon
Committee reviews not only individual and Company performance compared to plan, but also the nature
of each element of executive compensation provided, including salary, incentive bonus, long-term incentive
compensation, accumulated realized and unrealized stock option gains, and other personal benefits, as well
as the terms of executive severance, retirement and change of control arrangements.

In addition, while the Compensation Committee is solely responsible for setting the targets dand
approving the awards, the Compensation Committee relies on the judgment of the CEO in (i) settmg
executive performance objectives, (ii) evaluating the actual performance of each executive (other than the
CEQ) against those objectives through the PADR process and (jii) recommending appropriate salary z!md
incentive awards (other than the CEO) to the Compensation Committee. The CEO periodically
participates in Compensation Committee meetings, at the request of the Compensation Committee; in
order to provide background information and explanations supporting his recommendations.
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Our Elements of Total Executive Compensation

Overview of compensation. Our total compensation program consists of fixed compensation
elements, such as base salary and benefits, and variable performance-based elements, such as annual and
long-term incentives. Our fixed compensation elements are designed to provide a stable source of income
and financial security to our executives. Qur variable performance-based compensation elements are
designed to reward performance at three levels: individual performance, actual Company performance
compared to annual and quarterly business goals, and Company performance in terms of long-term
stockholder value creation. Through these performance incentive awards, we reward the achievement of
short-term goals, such as successful marketing, manufacturing and sales of products, consummation of
strategic divestitures and the promotion of a culture of quality, and long-term goals, such as business
growth, innovation and stock price appreciation.

Three primary elements of direct compensation. We compensate our executives principally through
base salary, performance-based annual cash incentives and annual equity awards. This three-part
compensation approach enables us to remain competitive with our industry peers while ensuring that our
exccutive officers are appropriately incentivized to deliver short-term results while creating sustainable
long-term stockholder value. Our Compensation Committee has chosen to put a significant portion of each
executive’s pay at risk, contingent upon the achievement of certain goals within our strategic plan and
within targeted market positions typically established by reference to our peer group. Each element in the
program has a primary role, one or more objectives and a target market position as shown in the table
below:

Actual 2007

Targeted Market Market
Element Role Objective Position Position for NEOs
Base Salary Provide stable source Attract and retain . Median 25th to 65th
of income talent percentile
Performance Incentive Plan Reward for annual and  Focus talent on annual  75th percentile 20th to 70th
(PIP) quarterly goal and quarterly goals; percentile
achievement reward talent
Annual Equity Incentives Reward for long-term Focus talent on 60th percentile N/A™*
business building long-term stockholder

value creation; retain
and engage talent

* We did not make any annual equity grants to our NEOs for 2007 (although certain executives received equity awards during the
year in light of increased responsibilities).

Of these three elements, our total executive compensation package as reflected in the Summary
Compensation Table on page 44 is heavily weighted towards the variable, performance-based elements of
our Performance Incentive Plan and annual equity incentives. For 2007, only 19% of the value of the total
direct compensation for our NEOs as a group consisted of fixed compensation in the form of base salary,
while variable (versus fixed) compensation consisted of 81% of total direct compensation, Of that 81%,
66% took the form of stock options or DSUs which are designed to reward long-term performance and
15% took the form of performance incentive awards and cash bonuses, which are designed to reward
short-term performance. We feel that this mix illustrates our philosophy of structuring executive
compensation to reward actual performance, with a focus on increasing long-term value.
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Base Salary

Overview.  In general, the Compensation Committee targets base salaries at levels consistent with the
median rate paid by our peers for equivalent positions. In addition, the Compensation Committetla
considers our annual merit budget, each executive’s current and prior year salary and each executive’ s
actual performance compared to the goals and objectives established for that executive at the beginning of
the year. NEO salaries for 2007 are reported in the Summary Compensation Table on page 44 under thc
Salary column.

NEOs (other than CEQ). We establish base salaries for our executive officers (other than the CEO)
based upon the prior yeat PADR performance reviews conducted by the CEO and on the CEQ! s
recommendations as presented to the Compensation Committee for approval or modification. In February
2007, the Compensation Committee approved competitive base salary increases for our NEOs for 2007, as
recommended by the CEO, as follows:

M 2006 Base Salary* 2007 Base Salary* % Increase Effective Date
Paul A. LaViolette . . ... .... _ $660,000 $725,000 9.8% 2/19/07
Sam R. Leno(1)........... N/A $600,000 N/A 6/5/07
Lawrence C. Best(2)........ $660,000 $678,500 2.8% 2/19/07
Fredericus A. Colen ... .. ... $500,000 $540,000 8.0% 2/19/07
James Gilbert(3) .......... $400,000 $420,300 51% 2/19/07
James Gilbert(d) .......... $420,300 $450,008 7.1% 5/7/07

*  In 2007, we began adjusting base salaries in February of each year. The amounts listed above are amounts approved by the
Compensation Committee for February 2007 through February 2008 and will differ from Base Salary amounts presented in the
Summary Compensation Table, which lists amounts actually earned from January 1 through December 31, 2007.

(1) Mr. Leno joined Boston Scientific on June 5, 2007.
(2) Mr. Best retired from Boston Scientific on July 6, 2007,

(3} Mr. Gilbert received a February 2007 5.1% raise in connection with his assumption of additional responsibilities as president
of our Cardiovascular business unit.

(4) Mr. Gilbert received an additional 7.1%% mid-year raise in connection with his assumption of additional responsibilities within
our Business Development group following the retirement of Mr. Best.

Mr. LaViolette’s increase was attributable to the increased scope of responsibility of the Chiel,f
Operating Officer role after the Guidant acquisition and to Mr. LaViolette’s increased responsibilities to
advance our Project Horizon quality initiative and resolve the issues raised by our FDA corporate warmn'g
letter. Mr. Best's salary increase was attributable to his increased efforts towards enhancing our busmesls
development initiatives and technology pipeline. Mr. Colen’s increase was attributable to his assumption of
additional operations and technology responsibilities within our new cardiac rhythm management division.
Mr. Gilbert’s year-end increase was attributable to his assumption of additional responsibilities E'ls
president of our Cardiovascular business unit, and his mid-year increase was in recognition of his
assumption of additional responsibilities within our Business Development group following the retlremeTt
of Mr. Best.

CEQ. The base salary of our CEO is established by the Compensation Committee upon the
recommendation of the Chairman of the Board and the Nominating and Governance Committee of thle
Board of Directors after consideration of the CEQ’s performance for the prior year. As part of 1'ts
determination, the Compensation Committee reviews an assessment of the CEO’s actual performance
versus objectives set for the CEO at the beginning of the year, the Company’s actual performancc durinlg
the year, as well as market data provided by our compensatlon consultants. Our CEO’s primary objectives
for 2006 were to resolve the Company’s FDA warning letters, achieve specified top and bottom line
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financial results for the year, increase cash flow, pay down debt, close the Guidant acquisition and begin
integration efforts, increase sales of our CRM products and TAXUS® stent systems, launch specified
products and focus on new product development initiatives. OQur CEO’s actual base salary increase for
2007 from 2006 was 4.1% and became effective in late February 2007. The limited nature of Mr. Tobin’s
increase was due to the Compensation Committee’s determination that, although the Company had closed
the Guidant transaction in April 2006 and begun integration and debt repayment efforts, the Company had
not cleared all FDA warning letters or achieved specified financial results or increased cash flow for the
year, TAXUS® and CRM market share lagged expectations and the launch of Endovations™ and TAXUS®
Liberté™ in the U.S. had been delayed.

Name 2006 Base Salary* 2007 Base Salary* % Increase Effective Date
James R. Tobin .. ......... $927,000 $965,000 4.1% 2/20/07

*  1n 2007, we began adjusting base salaries in February of each year. The amount listed is the amount approved by the
Compensation Committee for February 2007 through February 2008 and will differ from Base Salary amounts presented in the
Summary Compensation Table, which lists amounts actually earned from January 1 through December 31, 2007. Base salary
numbers are rounded to the nearest thousand.

Performance Incentives

Overview. Through our Performance Incentive Plan for all salaried personnel, we seek to provide pay
for performance by linking incentive awards to both Company and individual performance through a range
of award opportunities which depend upon the level of achievement of annual and quarterly Company
objectives and individual objectives. For 2007, the Compensation Committee amended our Performance
Incentive Plan to add an annual (in addition to quarterly) focus. In 2007, the Compensation Committee
measured corporate achievement on both an annual and a quarterly basis against sales, net income and
quality objectives established prior to the beginning of the year and each quarter to determine the size of a
bonus pool. Our full year actual results were compared to the full year plan, and performance for the full
year was given a 20% weighting. Our quarterly actual results were also compared to each quarter’s plan,
and performance for each quarter was given a 20% weighting. This compares to our 2006 practice of
measuring performance on a quarterly basis only, with each quarter being given a 25% weighting. For
2008, the Compensation Committee has again amended our Performance Incentive Plan to further
increase the focus on annual performance. For 2008, performance goals will be set annually and measured
quarterly as opposed to our 2007 practice of setting and measuring goals quarterly. In addition, the weight
of annual corporate performance for our executives will be increased from 20% to 55% while the weight of
corporate performance for each calendar quarter will be decreased from 20% to 11.25%. The
Compensation Committee also measures individual achievement for an executive officer at the end of the
year by comparing the actual performance of the executive to the individual goals and objectives
established for the executive at the beginning of or during the year.

In 2007, the relative weightings of our corporate objectives were 35% of the award based on sales,
35% based on net income (excluding certain charges described below), and 30% based on quality. The
Compensation Committee believes that corporate sales and net income goals are appropriate to encourage
our executives to achieve superior financial performance for the Company with the goal of generating
stockholder value. The Compensation Committee believes that the corporate quality goal is appropriate in
order to emphasize the Company’s commitment to improving its quality systems, resolving the issues
identified by the FDA in its corporate warning letter and enhancing stockholder value. The Compensation
Committee believed that, for 2007, the 35% weighting for sales, 35% for net income and 30% for quality
were appropriate because they emphasized in nearly equal measure the Company’s top performance
pricrities. For purposes of our Performance Incentive Plan, “net income” is defined as GAAP net income
excluding amounts related to amortization, acquisitions, divestitures, certain litigation and restructuring
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charges. We believe these limited exclusions are necessary because we do not, except for amortization,
expect these expenses to be ongoing future operating expenses. We believe that excluding these expense.
facilitates an appropriate comparison of our current operating performance to our past operatin
performance.

M .

Each executive’s incentive award opportunity for the year (the “target”) is expressed as a percentaée
of base salary, based on the scope of the executive’s responsibilities. The CEO’s target was 100% of hlS
base salary; the Chief Operating Officer’s target was 90% of his base salary (up from 85% in 2006); and the
target for all of our other executive officers was 75% of his or her base salary. *

In 2007, we set our annual corporate net income, sales and quality goals at the beginning of the yeér
and our quarterly net income, sales and quality goals each quarter prior to the start of the quarter. We
determined the actual annual funding percentage of our Performance Incentive Plan at the end of the year
based on actual results for the year compared to the plan. Performance for the full year was given a 20%
weighting. We determined the actual quarterly funding percentage under our Performance Incentive Plan
on a quarterly basis based on actual results for the prior quarter compared to that quarter’s plan. Eacl:h
gquarterly funding percentage received a 20% weighting. The total annual funding consists of the sum of
the funding for the annual measurement period and each of the quarterly measurement periods. Fundlng
then increases on a sliding scale (up to a maximum of 120% of target for quarterly goals and 200% of
target for annual goals) as higher levels of sales, net income and quality goals are met, as depicted in the
tables below. |

Annual Measurement. For 2007, the annual sales and net income components of our corporate goals
were funded at the following percentages depending on the percent of the target level of sales or net

income that we achieved. For example, if we achieved 90% of our annual sales or net income goals, the
performance incentive plan for annual sales or net income would fund at 50%.

Sales and Net Income Metrics Table

Performance Level Funding Level Achievement !
0% to 89.9% 0% Zero
90% 50% Threshold ‘
90.1% to 99.9% +0.5% funding for every 0.1% performance Below Target !l
100% 100% Target
100.1% to 109.9% +0.5% funding for every 0.1% performance Exceeds Target |
110% _ 150% Exceeds Target
110.1 to 119.9% +0.5% funding for every 0.1% performance Exceeds Target
120% and above 200% Maximum |
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Quarterly Measurement.  For the first and second quarters of 2007, the quarterly sales and net income
camponents of our corporate goals were funded at the following percentages, depending on the percent of
the target level of sales or net income that we actually achieved. For example, if wé achieved 102% of our
sales or net income goals on a quarterly basis, the Performance Incentive Plan for sales or net income
would fund at 110%.

Performance Level Funding Level Achievement
0% to 89.9% 0% Zero
90% 50% : Threshold
90.1% to 99.9% +0.5% funding for every 0.1% performance Below Target
100% 100% Target
100.1% to 101.9% +0.5% funding for every 0.1% performance Exceeds Target
102% 110% Exceeds Target
102.1 to 104.9% +0.33% funding for every 0.1% performance Exceeds Target
105% and above 120% Maximum

For the third and fourth quarters of 2007, the quarterly sales and net income components of our
corporate goals were funded at the following percentages, depending on the percent of the target level of
sales or net income that we actually achieved. This mid-year adjustment was necessary because of a
mid-year change we made to the quality metrics described below. For the first two quarters of 2007, we
capped the maximum funding level for achievement of quality metrics at 120% of target for achievement
levels above plan. In the third and fourth quarters, however, we reduced that cap to 100% so that there was
no funding for quality metrics above 100%. Because of this mid-year cap to the quality metrics, we
increased the maximum funding of our sales and net income metrics to 130% of target, in order to
maintain an overall quarterly funding opportunity for all metrics of 120% in the aggregate for performance
above plan. For the third and fourth quarters, our sales and net income funding was as follows:

Performance Level Funding Level Achievement
0% to 89.9% 0% Zero
90% 50% Threshold
90.1% to 99.9% +0.5% funding for every 0.1% performance Below Target
100% 100% Target
100.1% to 101.9% +0.75% funding for every 0.1% performance Exceeds Target
102% 115% Exceeds Target
102.1 to 104.9% +(.5% funding for every 0.1% performance Exceeds Target
105% and above 130% Maximum
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Quality Metrics Table

|

| Annual Measurement. Our quality goals include a variety of metrics, including complaint handling, r
corrective actions/preventative actions (CAPA), product inquiry reports, process validation and supplier

controls. The annual funding amount for quality objectives was the average score for the four quarters of ‘

quality metrics achievement. ‘

|

\

|

|

Quarterly Measurement. For the first and second quarters of 2007, the quality component of our
corporate goals was funded at the following percentages, depending on the percent of the target level of
the quality objectives that we actually achieved. For example, if we achieved 85% of our quality goals on a
quarterly basis, the Performance Incentive Plan for quality would fund at 100%.

Performance Level Funding Level Achievement
0% to 49.9% 0% Zero
50% 50% Threshold _
50.1% to 84.9% +0.14%% funding for every 0.1% performance Below Target |
85% 100% Target
85.1% to 99.9% +0.13%4% funding for every 0.1% performance Exceeds Target
100% 120% Maximum :

For the third and fourth quarters of 2007, the maximum funding for the quality component of our
corporate goals was reduced to 100%. We reviewed our performance on quality metrics against our goals
and assigned a funding score based on this assessment of our achievement level. We implemented this |
change mid-year in order to give management more discretion in determining the quality funding amount
and to prevent funding at 100% in circumstances when achievement levels were not at 100% of target and
to prevent any funding above 100%. Our Chief Operating Officer determined our quality funding
percentage to be 85% for the third quarter and 95% for the fourth quarter.
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Actual Corporate Goals Funding Table

The table below depicts, for 2007, our annual and quarterly Performance Incentive Plan goals, our
actual performance as a percentage of plan and whether that performance met the threshold, target or
maximum levels of our corporate objectives:

Funding Plan Net Actual Net Funding Funding Total
Plan Sales Actual Sales Table Income* Income* Table Actual Quality Table Corpoerate
Period | ($ in millions) | as a % of Plan % ($ in miRtions} | as a % of Plan % as o 9 of Plan % Funding
100.5% 120.0% 107.07%
Ql $2,060 100,10% (exceeds $ 234 127.34% {maximum) 90.30% {exceeded | 21.86%
target) target)
94.0% 120.0% 104.00%
Q2 $2,070 98.82% (below § 262 107.53% (maximum}) 87.96% (exceeded | 21.22%
target) target)
79.5% 125.0% 85%
03 $2,084 95.94% (below $ 259 104.03% (exceeded 85.00% {below 19.42%
target) target) target)
92.5% 130.0% 959
Q4 $2,102 98.48% (below $ 269 133.02% {maximum) 95.00% (below 21.28%
target) target)
62.0% 60.5% 97.77%
Annual $8,834 92.40% {below $1,262 92.12% (below 97.717% (below 14.44%
target) target) target)
Total 98.22%

* For purposes of our Performance Incentive Plan, “net income” is defined as GAAP net income excluding amounts related to
amottization, acquisitions, divestitures, certain litigation and restructuring charges. We believe these limited exclusions are necessary
because we do not, except for amortization, expect these expenses to be ongoing future operating expenses. We believe that excluding
these expenses facilitates an appropriate comparison of our current operating performance to our past operating performance.

For example, in the first quarter, our actual sales came in at 100.10% of plan, which on the sales and
net income funding table above receives a funding level of 100.5%. Sales had a 35% weighting in the first
quarter; 35% of 100.5% is 35.18%. Our net income came in at 127.34% of plan, which on the sales and net
income funding table above receives a funding level of 120%. Net income had a 35% weighting in the first
quarter; 35% of 120% is 42%. Quality came in at 90.30% of plan, which on the quality funding table above
receives a funding level of 107.07%. Quality has a 30% weighting in the first quarter; 30% of 107.07% is
32.12%. The sum of these sales (35.18%), net income (42%) and quality (32.12%) funding levels is
109.3%, which is then multiplied by 20% to result in 21.86% for the quarterly corporate funding level for
Q1.

For 2007, our actual annual corporate sales, net income and quality results fell below our target levels,
but our quarterly results in most cases met the threshold, target and, in some cases, maximum target level
of our corporate objectives. As a result, our Performance Incentive Plan funded corporate goals at 98.22%
of target for the year (which is the sum of the annual plus each of the quarterly corporate funding
amounts), before the application of the individual performance component of the plan. This is one reason
the Compensation Committee has determined to give more weight to annual performance in 2008. In
addition to the corporate performance incentive goals described above, at the end of the year, individual
performance is also considered pursuant to the PADR process described above. An individual
performance component from 0% to 200% is applied as a multiplier at the end of the year to each
executive’s funded award to obtain the executive’s total award. Amounts actually awarded under our
Performance Incentive Plan for 2007 are reflected in the Summary Compensation Table on page 44 in the
column Non-Equity Incentive Plan Compensation.
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NEQs (other than CEQ).  In 2007 performance incentive awards for our NEOs (other than our CEO)
ranged from 49% of target to 122% of target based on the overall performance of the Company against
annual and quarterly goals, and the individual performance of each NEQ during the year. Qur corporate
annual and quarterly sales, net income and quality goals and our achievement as a percentage of those
goals are set forth in the table above. As described above, our annual corporate sales, net income and
quality results for the year fell below our target levels, but our quarterly results in most cases met the
threshold, target and, in some cases, maximum target level of our corporate objectives, before the
application of the individual performance component of the plan. As a result, the corporate performance
aspect of our Performance Incentive Plan funded at 98.22% of target. Actual awards for our NEOs (other
than our CEQ) in excess of the corporate funding level of 98.22% are in recognition of significant efforts
being devoted to our quality initiatives, expense and head count reduction initiatives and non-strategic
divestitures, which are long-term initiatives the expected benefits of which are not reflected in our current
stock price. Details regarding the individual performance incentive awards paid to our NEOs in 2007 are
set forth in the table below.

Actual as
Name 2007 Target Award* 2007 Actual Award % of Target
Paul A. LaViolette . .............. ... .. ... ... $652,500 $640,886 98%
Sam R. Leno(1) . ... ... .. .o i $450,000 $530,388 118%
Lawrence C. Best(2) .. .. ... .o i, $508,875 $249,909 49%
Fredericus A. Colen . ........... ... ... .cc.... $405,000 $472,101 117%
James Gilbert ...... ... ... .. ... ... . i $337,500 $410,703 122%

*  Target award amounts are based on the base salaries approved by the Compensation Committee in February 2007 and will
differ from the Base Salary amounts presented in the Summary Compensation Table, which lists amounts actually earned from
January 1 through December 31, 2007.

(1) Mr. Leno’s offer letter provided that he would be eligible for a full year performance incentive opportunity for 2007, even
though he joined the Company mid-year.

(2) Mr. Best retired from the Company in July 2007 and, having met the retirement definition in our Performance Incentive Plan,
received a prorated 2007 performance incentive award based on the number of days during 2007 that he was employed and on
his individual performance rating.

Mr. LaViolette’s performance incentive award was 98% of his target due primarily to his achieving
expectations with respect to his efforts in positioning the Company for 2008, but recognizing at the same
time that the corporate warning letter had not been resolved. Mr. Leno’s performance incentive award was
118% of his target due primarily to his outstanding performance in reducing expenses and head count,
amending the Company’s credit facility and divesting non-strategic assets. Mr. Best’s prorated performance
incentive award was 49% of his target due primarily to his achieving expectations during the first half of
2007 in focusing our business development efforts on next-generation technology. Mr. Colen’s
performance incentive award was 117% of his target due primarily to his outstanding performance in
improving quality within our cardiac rhythm management business, including the lifting of the CRM
warning letter, and his efforts in improving the technology offerings within our CRM business.
Mr. Gilbert’s performance incentive award was 122% of his target due to his exceeding expectations with
respect to the results within his Cardiovascular business unit and in connection with his efforts towards the
consummation of recent divestitures of non-strategic assets and monetizing our non-strategic investment
portfolio.

CEO. Our CEQ's primary 2007 performance objectives were to resolve the issues identified by the
FDA in its corporate warning letter, ensure that a new quality plan was in place by year end, achieve
specified top and bottom line financial results, increase cash flow, transition our CRM business to new
leadership, increase CRM and drug-cluting stent market share, launch certain products and product
development initiatives and divest certain non-strategic businesses. In 2007, our CEO’s performance
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incentive award fell below his targeted payout level of $965,000 because his actual performance versus
those objectives fell below expectations. Mr. Tobin’s performance incentive award was 75% of his target
principally because even though a new quality plan had been put in place by year end, cash flow had
improved, progress had been made towards certain product launches and we had completed the
divestitures of our non-strategic businesses, we had not cleared our FDA corporate warning letter, we
missed specified top and bottom line financial results, our CRM business had not been transitioned to new
leadership by year end and our CRM and drug-eluting stent market share lagged expectations.

Actual as
Name 2007 Target Award* 2007 Actual Award % of Target
James R.Tobin .. ... ... i $965,000 $710,867 75%

*  Target award amount is based on the base salary approved by the Compensation Comuittee in February 2007 and will differ
from Base Salary amount presented in the Summary Compensation Table, which lists amounts actually earned from January 1
through December 31, 2007.

An individual’s total performance incentive payment is ultimately determined by multiplying the
employee’s December 31, 2007 base salary by the employee’s December 31, 2007 incentive target
percentage by the percentage that 2007 corporate sales, net income and quality objectives had been
reached by the individual’s performance percentage (pro-rated for the number of days the NEO was
employed). A calculation of each NEO’s actual performance incentive award, including the corporate
performance and individual performance components of the award, is included in the table below:

12/31/07

12/31/07 Incentive Proration Individual

Base Target for Days Performance Performance
NEO Salary* |x | Percentage | x | Funding | x | Employed | x | Percentage | = | Incentive Award
James R, Tobin......... $965,000 | x 100% |x|98.22% |x| 100% |x 75% |=| $710,867
Paul A. LaViolette ...... $725,000 |x 0% |x|98.22% (x| 100% |x 100% |[=| $640,886
Sam R. Leno(1) ........ $600,000 |x 75% {x198.22% {x!] 100% |x 120% |=| $530,388
Lawrence C. Best(2) .. .. .|$678,500 |x 75% |x|98.22% x| 50% |x 100% |=| $249,909
Fredericus A. Colen(3) .. .[$540,000|x 5% |x[97.14% (x| 100% [x 120% |=| $472,100
James Gilbert(4) . . ... ... $450,008 |x|  75% |x|97.35% |x| 100% 125% |=| $410,703

Target award amounts are based on the base salaries approved by the Compensation Commitiee in February 2007 and will
differ from Base Salary amounts presented in the Summary Compensation Table, which lists amounts actually earned from
January 1 through December 31, 2007,

(1) Mr. Leno’s offer letter provided that he would be eligible for a full year performance incentive opportunity for 2007 even
though he joined the Company mid-year.

(2) Mr. Best retired from the Company in July 2007 and, having met the retirement definition of our Performance Incentive Plan,
he received a prorated 2007 performance incentive award based on the number of days during 2007 that he was employed and
his individual performance rating. -

(3) Mr. Colen received a 97.14% funding level which is based on a combination of corporate funding and his CRM business unit
funding.

(4) Mr. Gilbert received a 97.35% funding level which is based on a combination of corporate funding and his Cardiovascular
business unit funding.

Recovery of incentive awards. Our Compensation Committee has adopted a policy regarding the
recovery or adjustment of Performance Incentive Plan awards in the event relevant Company performance
measures are restated in a manner that would have reduced the size of a previously granted award.
Effective for compensation awards made on or after February 20, 2007 (the date the policy was adopted),
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to the extent permitted by governing law, the Board will seek reimbursement of incentive compensation
paid to any executive officer in the event of a restatement of the Company’s financial results that would
have reduced the size of a previously granted award. In that event, we will seek to recover the amount of
the performance incentive award paid to the executive officers which are in excess of the amounts th:'at

would have been awarded based on the restated financial results,

Annual Equity Incentives

objectives, (iii) individual performance, and (iv) individual potential.

promote an alignment of interests with stockholders.

Overview. We intend our broad-based stock option and deferred stock unit award programs to
attract, retain, engage and focus key employees for the long-term. The Compensation Commnte':e
approves, upon management recommendation, non-qualified stock option and deferred stock unit awards
(DSUs) to eligible employees within the organization and across business units in amounts appropriate fBr
each individual’s (i) level of responsibility, (ii) ability to affect the achievement of overall corporalte

Recent changes. Since 2004, we have gradually changed the mix of these equity incentives from IOOI%
stock options to a mix of options and DSUs. Stock options are effective in promoting stockholder
alignment and in holding executives accountable for generating stockholder return while DSUs are| a
share-efficient means for retaining top talent and promoting a long-term share owner perspective.
Together, stock options and DSUs enable us to meet our dual compensation objectives of rewarding
long-term goals, such as strategic growth and business innovation, and retaining top talent even during
periods of significant stock price fluctuation. We have been advised by Watson Wyatt that an increasing
migration from all stock options to a mix of options and DSUs is a market competitive practice within our
peer group. In 2007, based on the number of shares available for issuance under our 2003 long-term
incentive plan and in order to conserve shares, we began making our awards primarily in the form fof
DSUs. In 2008, we made the majority of our grants to executives in the form of stock options in order to

We grant stock options with an exercise price equal to the fair market value based on the closing stock
price on the date of grant and they typically vest over a period of three to five years. Options are
exercisable until the tenth anniversary of the date of grant or until the expiration of various limited time
perlods following termination of employment. Executive officers are prohibited from paying the exermse
price for their options with promissory notes or other payment forms prohibited by the Sarbanes-Oxley Act
of 2002. DSUs represent our commitment to issue shares to recipients after a vesting period. These awards
typically vest in five equal annual installments beginning with the first anniversary of the date of grant. The
slightly longer vesting period for DSUs reflects the fact that DSUs have immediate value compared’ to
options which only have value if our stock price increases. Upon each vesting date, the vested DSUs are no
longer subject to risk of forfeiture and shares of our common stock are issued to the recipient.

In 2007, we offered a stock option exchange program to our non-executive employees permitting th;z’:m
the ability to exchange their underwater stock options for a lesser number of DSUs with an additional
vesting schedule to promote employee retention. None of our executives or NEOs were permitted to
participate in the program because of our Compensation Committee’s desire to keep our executives
focused on improving long-term value and to maintain an alignment of interests with stockholders.

NEOs (other than CEQ). We did not make annual equity awards to our NEOs for 2007 because of
the Compensation Committee’s determination that awards were not appropriate in light of a three-year
retention equity award made to these individuals in 2005, rendering them ineligible to receive additional
annual equity awards until 2008 (although certain executives did receive promotional equity awards dunng
the year in recognition of increased responsibilities). In February 2008, our Compensation Commlttee
determined that new 2008 annual equity awards were once again appropriate in order to put a 51gmf|cant

portion of our executives’ compensation at risk by tying its value to the Company’s future stock price
performance. In determining the amount of these equity awards, the Compensation Committee
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considered: (i) the NEO's individual performance rating; (ii) the value of the NEQ's current vested and
unvested equity; and (iif) the Company’s attempt to target the 60" percentile of the 2007 peer group for
annual equity incentives. The Compensation Committee made annual equity awards to our NEQs for 2008
in the following amounts:

Name Number of Options(2) Number of DSUs(2)
Paul A. LaViolette .. ..., ... . ... i 511,364 59,904
SamR. Leno .. ... e e e e e e 468,750 54,912
Lawrence C. Best{(1). ... ... ... ... . i 0 0
Fredericus A. Colen . ....... ... . .. . .. i, 255,682 29,952
James Gilbert. . .. .. e 170,455 19,968

{1) Mr. Best retired from the Company in July 2007 and, thus did not receive an annual equity award.

(2) Stock options and DSUs were granted as of February 12, 2008; stock options had an exercise price of $12.52, the closing price of
our common stock on February 12, 2008,

In addition to the annual equity awards in the table above, on May 7, 2007 in connection with his
assumption of additional responsibilities within our Business Development group, Mr. Gilbert was granted
38,992 DSUs, which vest in five equal annual installments beginning on the first anniversary of the date of
the grant. In addition, as of his hire date of June 5, 2007, Mr. Leno was granted an option to purchase
1,500,000 shares of our common stock with an exercise price of $15.91 per share, which vests in four equal
annual installments beginning on the first anniversary of his start date. Under the terms of this grant,
Mr. Leno will be deemed to have met retirement eligibility (i) upon his termination from employment for
any reason (other than for cause) and assuming a period of employment of at least three years or (ii) upon
his involuntary termination of employment for any reason (other than for cause) before completing a three
year period of employment. In addition, as of June 5, 2007, Mr. Leno was granted 500,000 DSUs which will
be issued in five equal annual installments beginning on the first anniversary of his start date and subject to
the same retirement eligibility criteria.

CEO. Our Compensation Committee did not award Mr. Tobin an annual equity award for 2007 or
2008 in light of a grant of time-vested and performance-based DSUs made to Mr. Tobin in February 2006.
For additional information regarding this award, see footnote 11 to the Potential Payments Upon
Termination or Change in Control table on page 59.

Executive Stock Ownership Guidelines. Our executive officers are required to have a significant
personal investment in Boston Scientific through their ownership of our shares. The Board has adopted
stock ownership guidelines for executive officers in the following amounts:

* Chief Executive Officer; 240,000 shares
* Executive Vice Presidents: 75,000 shares
* Senior Vice Presidents: 20,000 shares

Each executive officer is expected to attain his or her ownership target within five years after February 20,
2007 (the date the guidelines were adopted) or such individual becoming an executive officer, whichever is
later. All of our executives either currently meet our executive stock ownership guidelines or we expect
that they will meet these guidelines within five years. The Nominating and Governance Committee
monitors compliance with these guidelines on an annual basis.

Director Stack Ownership Guidelines.  All of our directors are required to have a significant personal
investment in the Company through their ownership of our shares. As a guideline, each director should
own at least 10,000 shares of our common stock within three years of his or her joining the Board. For
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purposes of satisfying this obligation, restricted stock, stock equivalent units or stock unit deferrals under

our Deferred Compensation Plan may be included in the aggregate number of shares held by a dlrector

All of our directors either currently meet our director stock ownership guidelines or we expect that they
i will meet the guidelines within three years of becoming a director. The Nominating and Governance
. Committee monitors compliance with these guidelines on an annual basis.

Other{Special Recognition Awards

In addition to the three primary elements of direct compensation described above, we periodically
make special recognition awards in cash and/or stock in recognition of special circumstances. For examiple,
our Compensation Committee recently approved special retention awards to certain of our executives !who
are critical to the organization and who the Compensation Committee wanted to encourage to remain wnth
the Company during a challengmg time. The Compensation Committee determined that these selected
executives held existing equity in the Company that had minimal retentive value given the Company’s stock
price declines. These retention grants vest ratably over a two year period. The only NEOs among these
selected executives who received a retention award on February 12, 2008 were Mr. Colen, who recelved
76,705 stock options with an exercise price of $12.52 per share and 26,957 DSUs, and Mr. Gilbert, who
received 153,409 stock options with an exercise price of $12.52 per share. '

Elements of Indirect Pay '
In addition to the direct pay elements described above, we also provide our executives with indirect
pay in the form of benefits. *

General. Our benefits program, which is available to our NEOs, is intended to provide financial
protectlon and security for our executives and to reward them for the total commitment we expect from
them in service (o the Company. Qur executives’ benefits program consists of three key elements: health
and welfare plans based principally on a preferred provider model with the executives sha}mg
approximately 20% of the cost; Company-paid life insurance of three times base salary (up to a $1 million
benefit payable upon death); and a qualified 401(k) retirement plan with a Company match of up to 6% of
base pay. Other elements include Company-paid disability benefits and the ability to participate in our
Global Employee Stock Ownership Plan, which entitles employees to purchase our stock at a 15%
discount. Effective July 1, 2007, the discount was reduced from 15% to 10%.

Relocation. We also have an Executive Relocation Policy for our executive officers who Eare
requested by us to move in connection with their current job and for newly hired employees who will
become executive officers of Boston Scientific and who are required to move in connection with accepting
a job with us. The policy covers reasonable expenses associated with the move and certain relocation
services to minimize the inconvenience of moving. We paid $861,819 to relocate Mr. Leno in 2007 under
our Executive Relocation Policy ($634,038 of this amount was included in Mr. Leno’s income, of Wthh
$245,306 represents a gross-up to cover related tax obligations). |

FExecutive Allowance. Pursuant to our Executive Allowance Plan, we provide a cash allowance! to
eligible executives in lieu of perquisites typically provided by other companies, such as company cars,
health care costs not otherwise covered or tax planning services, which we do not provide: to our executwes
Under this plan, our executive officers receive $25,000 per year, which is not specifically allocated to any

particular item and they are entitled to spend it in their discretion. i

Executive Life Insurance. 'We make annual payments to certain executive vice presidents equal to the
premium for executive life insurance (plus a gross-up amount for tax purposes). These payments represent
a buyout of a former split-dollar life insurance program, which has been closed to new participants since
May 2004. Two of our NEOs received executive life insurance payments (in lieu of Company-paid life
insurance) in 2007 as reflected in the Summary Compensation Table on page 44 under the column All
Qther Compensation.
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401(k) Excess Benefit Plan. In connection with a one-time special contribution we made to our
401(k) Retirement Savings Plan for the benefit of our employees announced in September 2004, we
adopted in June 2005 an Excess Benefit Plan. The Excess Benefit Plan is a non-qualified deferred
compensation plan designed to provide specific supplemental benefits to those employees who would have
exceeded the 2004 IRS contribution limits if the special contribution had been made to their 401(k) plan
accounts. The Excess Benefit Plan was established to accept the “overflow” contributions on behalf of
those employees, including our executive officers. Messrs. Leno and Gilbert were not employed by us in
2004 when the 401(k) contribution was made and so do not participate in this plan.

Airplane usage. Our CEO is permitted personal use of our corporate aircraft. Other executive
officers are permitted personal use of the corporate aircraft only with the prior permission of the CEQ. In
2007, the only NEOs who used the corporate aircraft for personal use were Messrs, Tobin and LaViolette.
Under current IRS rules in connection with personal use of the aircraft, we impute income to the executive
officer for an amount based on Standard Industry Fare Level (SIFL) rates set by the US Department of
Transportation, This imputed income amount is included in an executive officer’s earnings at the end of the
year and reported as income to the IRS. The IRS has set limitations on the amount we can deduct when
using the SIFL method to impute income to the employee for personal use of the corporate aircraft. In
2007, $312,884 of disallowed deductions were attributable to Mr. Tobin’s personal use of the aircraft. There
were no disallowed deductions attributed to Mr. LaViolette in 2007. We calculate disallowed deductions
for tax purposes from December 1 of the previous tax year through November 30th of the current tax vear.
Any disallowed deduction attributed to Mr. LaViolette for his personal use of the aircraft in December
2007 will be captured in the 2008 tax year. The incrementa! cost of Mr. Tobin’s personal use of the aircraft
is reflected in the Summary Compensation Table on page 44 in the column All Other Compensation.

Tax and Accounting Considerations

Tax Considerations. Section 162(m) of the Internal Revenue Code generally disallows a tax
deduction to public companies for compensation over $1 million paid to the company’s chief executive
officer and the four other most highly compensated executive officers. Qualifying performance-based
compensation is not subject to the deduction limit if certain requirements are met. Generally, we have
structured performance-based components of the compensation paid to our executive officers in a manner
intended to satisfy these requirements without negatively affecting our overall compensation strategy. Our
2000 and 2003 Long-Term Incentive Plans incorporate provisions intended to comply with Section 162(m)
of the Code. Incentive awards under our Performance Incentive Plan are considered performance-based
awards under our Long-Term Incentive Plans, which are stockholder approved plans. For this reason,
annual performance incentive amounts paid to our NEQOs are not subject to the 162(m) deduction limit.
For 2007, the IRS Section 162(m) limit was exceeded with respect to Messrs. Tobin and LaViolette.
Mr, Tobin received total compensation in excess of the individual $1 million limit equal to $31,226,
resulting in an estimated incremental cost of $11,554 attributable to the lost corporate tax deduction.
Mr. LaViolette received total compensation in excess of the $1 million limit equal to $136,247, resulting in
an estimated incremental cost of $50,412 attributable to the lost corporate tax deduction.

We have designed our compensation programs and awards to executive officers to comply with the
provisions of Section 409A of the Internal Revenue Code. For example, payments made to our executive
officers under our Executive Retirement Plan are payable 181 days following the date of the executive
officer’s retirement. In addition, Mr. Tobin was granted an award of 250,000 DSUs that vest 50% on each
of December 31, 2008 and December 31, 2009; however, we will not issue shares to Mr. Tobin until the
seventh month following the cessation of his employment with the Company.

Under our Retention Agreements (described below), we will compensate an executive for any excise
tax liability he or she may incur by reason of payments made under the Retention Agreement. Our
compensation consultant, Watson Wyatt, performed an analysis of the benefits that would become payable
to an executive officer assuming that a change in control under the Retention Agreement occurred on
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December 31, 2007. Based on this analysis, Messrs. Leno and Gilbert would be assessed an excise tax
liability for purposes of Section 280G of the Internal Revenue Code as a result of payments made and
benefits received under the Retention Agreement. The gross-up payments necessary to cover this excise
tax liability would be $3,323,642 for Mr. Leno and $1,382,423 for Mr. Gilbert.

Accounting Considerations. Beginning in July 2007, we decreased the employee discount under, our
Global Employee Stock Ownership Plan from 15% to 10% in part because the decreased discount! will
result in a decreased compensation expense.

Our Change in Control and Post-Employment Compensation Arrangements

Executive Retirement,  In May 2005, we adopted an Executive Retirement Plan which covers executive
officers and division presidents. The Executive Retirement Plan exists to provide a clear and consistent
approach to managing executive departures with a standard mutually understood separation and lpost
employment relationship. The plan provides retlrmg executive officers with a lump sum beneflt of
2.5 months of salary for each completed year of service, up to a maximum of 36 months pay. Recelpt of
payment is conditioned upon the retiring employee’s entering into a separation agreement with Boston
Scientific, which includes a non-competition provision aimed at protecting the Company from the trarilsfer
of proprietary and business knowledge to competing companies. To be considered retired under; the
Executive Retirement Plan, an employee’s age plus his or her years of service with Boston Scientific must
be at least 65 years (provided that the employee is at least 55 years old and has been with Boston Scientific
for at least 5 years). Mr. Leno’s offer letter provides that he will be deemed to have met retirement
eligibility under this Plan (i) upon his termination from employment for any reason (other than for ca'use)
and assuming a period of employment of at least three years or (ii) upon his involuntary termmatloln of
employment for any reason (other than for cause) before completing a three year period of employmcnt
Amounts accrued under this Plan are reflected in the Pension Benefits Table on page 50 and in' the
Potential Payments upon Termination or Change in Control Tables beginning on page 53.

Consulting Arrangements.  In addition, the Executive Retirement Plan allows our CEO the dlscretxon
to cause Boston Scientific to enter into consulting arrangements with retiring executives. The purpose of
these consulting arrangements is to ensure smooth executive transitions including prudent transfer of
business knowledge as well as day to day project support, as needed. A consulting arrangement c'ould
provide for up to a $100,000 retainer for up to 50 days of specified consulting services and a $3, 000 per
diem fee thereafter for services actually rendered for the first year and, for future years, a $2,000 per diem
fee for all services actually rendered. In 2007, we did not enter into any consulting arrangements with any
of our NEOs under this Plan.

Executive Life Insurance. Following retirement or termination (other than for cause), we make
payments to certain executive vice presidents equal to the premium for executive life insurance (plus a
gross-up amount for tax purposes) for a period ending on the tenth anniversary of the policy initiation date
or, in some circumstances, such other date as would allow the policy to become self-funding. Two of our
NEOs are eligible to receive executive life payments upon retirement or termination (other thar} for
cause), as detailed in footnote 8 to the Potential Payments upon Termination or Change in Control Tzllbles
beginning on page 59. For more information on the Executive Life Insurance plan, sec the Compensation
Discussion & Analysis section entitled “Elements of Indirect Pay” on page 38.

Retention Agreements. Our key executives, including our NEOs, have Retention Agreements iwith
Boston Scientific. The purpose of the Retention Agreements is to retain key executives during a potentlally
critical time in the event of a sale or merger of the Company. Our intent is to keep our executives properly
motivated in the event of a change in control, even if they fear that their position will be terminated after
or in connection with the change in control. In addition, we have been advised by our compensation
consultants that the terms of these agreements are market competitive within our peer group. In general,
the Retention Agreements entitle key executives to a lump sum payment of three times the sum of (i) the
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executive’s base salary, (ii) assumed on-plan incentive bonus (or prior year’s bonus, if higher), and (iii) the
annual exccutive allowance ($25,000), if either the executive’s employment is terminated by the Company
without cause or by the executive for good reason, in each event following a change in control (a “double
trigger” feature). For purposes of these agreements, “cause” generally means willfully engaging in criminal
or fraudulent acts or gross misconduct that is demonstrably and materially injurious to the Company.,
“Good reason” generally means a meaningful alteration in position or responsibilities from those in effect
prior to the change in control, a reduction in annual base salary, a relocation of more than 50 miles, a
failure by the Company to continue in effect any incentive plan, a failure by the Company to provide
comparable benefits, or a failure by the Company to pay any amounts owed in salary, bonus or
reimbursement. The executive is also entitled to continuation of health and other welfare benefits for three
years. In addition, we compensate the executive for any excise tax liability he or she may incur by reason of
payments made under the agreement. In exchange, the executive must enter into an agreement containing
confidentiality restrictions and a three-year non-solicitation obligation. In February 2007, we amended the
definition of “change in control” in these agreements to mean the actual closing of a change in control
transaction, rather than stockholder approval of that transaction. For more details, please refer to the
Potential Payments upon Termination or Change in Control Tables beginning on page 53.

Long-Term Incentive Plans.  All equity awards granted to our executive officers, including our NEOs,
under our 1992, 1995, 2000 and 2003 Long-Term Incentive Plans will become immediately exercisable in
the event of a “change in control” or “Covered Transaction” as defined in those Plans. Additionally, under
certain circumstances in the event of a “change in control” or Covered Transaction, equity awards granted
under (i) our 1992 Long-Term Incentive Plan prior to October 31, 2001 will become immediately
exercisable and the value of all outstanding stock options will be cashed out, (ii) our 1995 Long-Term
Incentive Plan prior to October 31, 2001 will, unless otherwise determined by our Compensation
Committee, become immediately exercisable and automatically converted into an option or other award of
the surviving entity, and (iii) our 2000 Long-Term Incentive Plan prior to December 2000 will become
immediately exercisable and/or converted into an option or other award of the surviving entity. We have
been advised by our compensation consultants that the acceleration provisions of these plans are market
competitive within our peer group. For more details, please refer to the Potential Payments upon
Termination or Change in Control Tables beginning on page 53.

Performance Incentive Plan. Under our Performance Incentive Plan, applicable to all employees
including our executive officers, participants whose employment ceases before the end of the year but who
have otherwise met all plan eligibility requirements and who, as of the date they ceased employment with
the Company, had attained the age of 50, accrued at least five years of service and whose age plus years of
service equals or exceeds 62, may receive their performance incentive awards for the year on a prorated
basis based on the percentage of the year the participant was employed by the Company and eligible to
participate.

Employee Severance Pay Plan, All exempt employees at the director level and above, including our
executive officers, are eligible for severance payments (salary and benefits continuation) equal to one
month of severance pay per year of service to the Company, with a minimum benefit of 6 months pay up to
a maximum of 12 months. Executives eligible for our Executive Retirement Plan are not eligible to receive
this severance benefit. For more details, please refer to the Potential Payments upon Termination or
Change in Control Tables beginning on page 53.

With respect to each of these post-employment compensation arrangements, the Compensation
Committee determined that both the terms and the payout levels of each arrangement are appropriate to
accomplish the stated objective of each arrangement. The Compensation Committee considered each of
the above-described arrangements as part of the tally sheet analysis it conducted regarding all elements of
compensation for each of our executive officers and determined the reasonableness of each individual
element of compensation and of the executive’s compensation package as a whole. The Compensation
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Committee also considered the non-competition agreements, confidentiality agreements, non-solicitation
agreements and releases of claims, as applicable, that the Company would receive in exchange from the
executive prior to the receipt of post-employment termination benefits. In addition, the Compensatlon
Committee feels that these arrangements are generally consistent with those arrangements being offered
by our market peers. As a result, the Compensatlon Committee feels that the payout amounts underf each
arrangement are necessary to remain competitive in attracting and retaining executive talent. In 2008 the
Compensation Committee has asked its compensation consultant to conduct a formal analysis of each of
these arrangements for reasonableness and market competitiveness.

Our Equity Award Grant Practices )

With respect to awards made after January 1, 2007, the Company makes annual equity awards in
February, in order to give the Compensation Commlttee the benefit of a completed year of performance
prior to making grants. The February meeting typically falls during the open trading window followmg the
release of our earnings results. In the event that a February meeting does not fall within an open wmdow
period, the equity award is granted as of the first business day of the next open window period. In adqltlon
promotion, special recognition and retention awards are granted on the first business day of the next'open
window period following approval by the Compensation Committee. New hire awards for non-executive
officers are approved by the CEO (pursuant to applicable equity award guidelines for each job posmon)
under the authority delegated to him by the Compensation Committee and are effective on the later of the
date of hire or the CEQ’s approval. New hire awards for executive officers require approval of the
Compensation Committee. All stock options are granted with an exercise price equal to the closing prlce of
Company common stock on the date of grant. We have not engaged in the practice of granting discounted
stock options or backdating our stock options.
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COMPENSATION COMMITTEE REPORT

The Executive Compensation and Human Resources Committee of the Board of Directors of Boston
Scientific has reviewed and discussed the Compensation, Discussion & Analysis contained in this Proxy
Statement with management and, based on such review and discussions, the Compensation Committee
recommended to the Board of Directors that the Compensation Discussion & Analysis be inctuded in this
Proxy Statement and in the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2007 for filing with the SEC.

THE COMPENSATION COMMITTEE

WARREN B. RUDMAN, Chairman RAY J. GROVES
URsuLA M. BURNS KRISTINA M. JOHNSON
NANCY-ANN DEPARLE
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SUMMARY COMPENSATION TABLE

The table below summarizes the total compensation paid to or earned by each of our NEOs for the
fiscal year ended December 31, 2007 and December 31, 2006.

Change in
Pension
Value and
Nonqualified
Non-Equity Deferred

Stock Option  Incentive Plan Compensation  All Other
Name and Principal Salary Benus Awards Awards  Compensation  Earnings  Compensation Total
Position Year ($)(1} ($)d)  ($N2) ($)3} ($)4) ($)(5} $)(6) 3
James R. Tobin .. .... 2007 $959,805 $0  $6,104,645 $ 639,388  $710,867 $262,589 $ 334518 3$9,011,812

President and Chief 2006 $922,576 $0  $5,102,711 $1,398,787  $324,100 $300,570 $ 311,822 $8,360,566
Executive Officer

SamR. Leno . ... .... 2007 $345205 S0 $ 910,381 $1,570,690  $530,388 § 63,920 $ 893,664 $4,314,248
Executive Vice
President of Finance
and Information
Systems and Chief
Financial Officer

Lawrence C. Best ... .. 2007 $345,138 %0 31,017,171 $1,119,831  $249,909 $ 55,352 $2,057,640  $4,845,041
Former Chief Financial 2006 $660,050 $0 § 784,098 $1,422,575  $494,400 $327,634 $ 51,026 $3,739,783
Officer

Paul A. LaViolette .. .. 2007 $716,274 30 §$ 441931 3 950,776 $640,886 $264,819 $ 147,035 $3,161,721
Chief Operating Officer 2006 $660,000 30 § 447556 $1,431,543 $616,400 $263,334 $ 144,726 33,563,559

Fredericus A. Colen. . .. 2007 $534,632 $0 $ 405081 $§ 683,118  $472,i01 $197,773 $ 97,762  $2,390.467
Executive Vice 2006 $488,341 $0 § 960,206 $1,547,955  $469,500 $198,530 $ 108,772 $3,773,304

President, Operations
and Technology, CRM

James L. Gilbert . . . . .. 2007 $437,027 30 § 413,627 § 971,574 5410,703 $ 80,064 $ 41,122 $2,354,117
Executive Vice
President, Strategy and
Business Development

(1) 2006 salaries were effective from January 2006 through mid-February 2007. In 2007, we began adjusting base salaries in February
of each year. The amounts listed in this column for 2007 reflect an amount calculated by prorating 2006 salaries from January 1,
2007 through mid-February 2007 and 2007 salaries for the remainder of the year. These figures will differ from those in the
Compensation Discussion & Analysis section, which lists amounts actually approved by the Compensation Committee.
Mr, Leno’s salary is based on his start date of June 5, 2007. Mr. Best’s salary in 2007 is based on his retirement date of July 6,
2007. Mr. Gilbert’s salary in 2007 is further prorated due to a mid-year increase in connection with his assumption of additional
responsibilities within our Business Development group following the retirement of Mr. Best. Neither Mr. Leno nor Mr. Gilbert
was a NEO in 2006.

(2} The amounts included in the “Stock Awards” column represent the compensation cost we recognized in each year for all
deferred stock unit awards, as described in Statement of Financial Accounting Standards No. 123(R). For a discussion of our
valuation assumptions for 2007 figures, see Note N to our consolidated financial statements included in our Annual Report on
Form 10-K for the year ended December 31, 2007. Please sce the “Grants of Plan Based Awards Table” for more information
regarding the stock awards we granted in 2007, For a discussion of our valuation assumptions for 2006 figures, see Note L to our
consolidated financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2006.

(3) The amounts included in the “Option Awards” column represent the compensation cost we recognized in each year for all stock
option awards pursuant to Statement of Financial Accounting Standards No. 123(R). For a discussion of the valuation
assumptions for 2007 figures, see Note N to our consolidated financial statements included in our Annual Report on Form 10-K
for the year ended December 31, 2007. Please see the “Grants of Plan Based Awards Table” for more information regarding the
option awards we granted in 2007. For a discussion of our valuation assumptions for 2006 figures, see Note L to our consolidated
financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2006.
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We reflect our NEQ's annual performance bonuses in the “Non-Equity Incentive Plan Compensation” column, which represents
cash payments made in February 2008 for our NEOs’ 2007 performance under the Boston Scientific 2007 Performance Incentive
Plan.

The amounts shown in the “Change in Pension Value and Nonqualified Deferred Compensation Earnings” column reflect the
change in the actuarial present value of the accumulated benefit under our Executive Retirement Plan for each fiscal year end as
compared to the prior fiscal year end. Please see the “Pension Benefits Table” for more information regarding the accrued
benefits for each NEO under this plan.

The amounts shown for 2007 in the “All Other Compensation” column are comprised of the following components:

Personal Severance

Match Use of Other Life Payments Total All

401(k} Executive Corporate Term Life Insurance Upon Other
Name Plan{a) Allowance(b) Aircrafi(c) Insurance(d) Premium(e) Relocation{[) Termination(g) Compensation
James R. Tobin . . ... $13,500 325,000 $288,098 $7.920 b — $ —_ —_ $ 334518
SamR.Leno....... $13,500  $14,583 $ _— $3.762 $ — $861,819 $ 893,664
Lawrence C. Best . . .. § 6,629 §$12500 § — $3,010 $ —_ 3 — $2,035.501 $2,057,640
Paul A. LaViolette ... $13,500  $25,000 § 2,663 $1,614 $104,258 3 — — $ 147,035
Fredericus A. Colen .. $13,500 $25000 § — $§ — $ 59,262 $ —_ — $ 97,762
James L. Gilbert. . . .. $13,500 $25000 § — $2,622 — — — % 4122

The amounts shown in this column represent matching conttibutions for each NEO under our 401(k) Retirement Savings Plan,
All individeal and matching contributions to the 401(k) Retirement Savings Plan are fully vested upon contribution. Mr. Best’s
amount was prorated because he retired from the Company on July 6, 2007.

Pursuant to our Executive Allowance Plan, we provide a cash allowance to eligible executives in lieu of perquisites typically
provided by other companies, such as company cars, heahh care costs not otherwise covered or 1ax planning services, which we
do not provide to our executives. Under this plan, our executive officers receive $25,000 per year, which is not specifically
allocated to any particular item and they are entitled to spend it in their discretion, Mr, Leno’s award was prorated because he
started with the Company on June 5, 2007. Mr. Best’s amount was prorated because he retired from the Company on July 6,
2007. For additional information about our Executive Allowance Plan, sce the Compensation Discussion & Analysis section
titled “Executive Allowance™ on page 38,

The amounts reflected in the “Personal Use of Corporate Aircraft” column represent the incremental costs to us for
Messrs. Tobin’s and LaViolette's personal use of our corporate aircraft. No other NEOs used the aircraft for personal use. We
calculate the incremental cost to us by dividing the number of miles the corporate aircraft has flown per month by the associated
monthly variable operating costs for the corporate aircraft, including the “dead head” costs of flying the aircraft to and from
locations for personal use. This dollar per mile amount is then multiptied by the number of miles flown for personal use of the
aircraft during the month. Since the corporate aircraft is used predominately for business travel, we do not include the monthly
fixed operating costs, such as pilot salary, general taxes and insurance, in the incremental cost calculation. Incremental cost does
not include amounts attributable to the NEO for increased income taxes we incurred in 2007 as a result of disailowed deductions
related o that personal use under IRS rules. For 2007, the reflected amounts exclude $312,884 of disallowed deduction
attributable to Mr, Tobin for use of the aircraft by him and certain family members. There were no disallowed deductions
attributed to Mr. LaViolette in 2007, We calculate disaliowed deductions for tax purposes from December 1 of the previous tax
year through November 30th of the current tax year. Any disallowed deduction attributed to Mr. LaViolette for his personal use
of the aircraft in December 2007 will be captured in the 2008 tax year.

{d) Amounts in the “Term Life Insurance” column include premiums and the imputed income attributable to Messrs. Tobin, Leno,

Best, LaViolette and Gilbert for term life insurance. For each of Messrs. Tobin, LaViolette and Giibert, the premium paid was
$960. For each of Messrs, Leno and Best, the premium paid was $560.

(e} Amounts in the “Other Life Insurance Premium” column represent amounts paid to each of the NEOs to fund premiums for

0

universal life insurance and imputed income related to our termination of a previously established split dollar life insurance
program. The amounts include a “gross-up” amount to cover related tax obligations: $37,837 for Mr. LaViolette and $26,439 for
M. Colen.

Amounts in this column represent relocation costs and a cost of living allowance paid to Mr. Leno pursuant to our Executive
Relocation Policy and his offer letter. The amounts reflected include a $245,306 gross-up amount to cover tax obligations. For
additional information about our Executive Relocation Policy, see the Compensation Discussion & Analysis section titled
“Relocation” on page 38.

(g} The amount in the “Severance Payments Upon Termination” column represents the severance payment made to Mr. Best upon

his July 6, 2007 retirement pursuvant to our Executive Retirement Plan. For additional information about our Execulive
Retirement Plan, see the Compensation Discussion & Analysis section entitled “Change in Contro!l and Post-Employment
Compensation Arrangements” on page 40 and the Pension Benefits table on page 50.
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GRANTS OF PLAN BASED AWARDS

The table below shows each grant of an award made to an NEO under any plan during the year ended
December 31, 2007,

All Other
All Other Option
Estimated Future Payouts Estimated Future Payouts Asm::i(- NAWﬂbrdS: ¢ Exell;clse (%rgntvnlate
Under Non-Equity Incentive  Under Equity Incentive Plan wards: umber of or Base tair value
Plan Awards(l} Awards Number of Securities Price of OF Stock and

shares of Underlying Option Option
Grant Threshold Target Maximum Threshold Target Maximum  Stock or Options  Awards Awards

Name Date (8} 5 (%) (#) (#) (#)  Units (#)2) #)(2)  ($/Sh) %)
James R. Tobin . .. ..... $0 $965,000 $2,624,800 — — —
Sam R.Leno. . ........ $0 $450,000 $1,224,000 — — —
6/5/0°7(3) 500,000 § 7,955,000
6/5/07(3) 1.500,000 $15.91 $10,935,000
Lawrence C. Best(d) . . ... $0 $508,875 $1,384,140 — — —
Paul A. LaViolette . ... .. $0 $652,500 $1,774,800 — — —
Fredevicus A. Colen . . _ . . 30 $405,000 $1,101,600 — — —
James L. Gilbert . . . .. .. $0 $337,506 $§ 918,016 — — —
S/7107(5) 38,992 $ 649,997

(1) These columns reflect threshold, target and maximum payouts under our Performance Incentive Plan for 2007. The actual amount earned by
each NEQ is reported under the Non-Equity Incentive Plan Compensation cotumn in the Summary Compensation Table. Additional information
about our Performance Incentive Plan is included in the Compensation Discussion & Amnalysis on page 29.

{2) These columns reflect the number of deferred stock units and stock options granted under our 2003 Long-Term Incentive Plan during 2007.
These awards are also described in the Outstanding Equity Awards at Fiscal Year-End Table on page 47.

(3) Mr. Leno joined Boston Scientific on June 5, 2007, on which date, pursuant to his offer letter, he was awarded 500,000 deferred stock units and
1,500,000 stock options. The deferred stock units will generally vest in five equal annual installments beginning on June 5, 2008 (the first
anniversary of the date of the grant). The stock options will generally vest in four equal annual installments beginning on June 5, 2008 (the first
anniversary of the date of the grant). If Mr. Leno is employed by Boston Scientific until at least June 5, 2010 and thereafter leaves for any reason
{other than for cause}, all unvested stock options will become fully exercisable and all deferred stock units will become free of restrictions. In
addition, if Mr. Leno’s employment is involuntarily terminated without cause at any time, all unvested stock options will become fully exercisable
and all deferred stock units will become free of restrictions. If Mr. Leno leaves Boston Scientific voluntarily before June 5, 2010, all unvested
stock options and deferred stock units will be forfeited. For additicnal information about these grants, see the Compensation Discussion &
Analysis section entitled “Annual Equity Incentives” on page 36.

(4) The amounts shown for Mr. Best are estimates based on a full year salary. Mr. Best retired from the Company on July 6, 2007 and was paid a
prorated bonus of $249,909.

{5) In connection with Mr. Gilbert’s mid-year assumption of additional responsibilities related to our Business Development Group following the
retirement of Mr. Best, he was awarded 38,992 deferred stock units that vest in five equal annual installments beginning on May 7, 2008 (the first
anniversary of the date of the grant).
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR END

This table shows unexercised options, stock that has not vested and equity incentive plan awards for each
NEOQO outstanding as of December 31, 2007.

Name

James R, Tobin . . . . .

Lawrence C, Best* . . .

Paul A. LaViolette . . .

Option Awards Stock Awards
Equity
Equity Incentive
Incentive  Plan Awards;
Equity Plan Awards: Market or
Incentive Market Number of Payout Value
Plan Awards: Value of  Unearmed  of Unearned
Number of Number of Number Of Number of Shares or Shares, Shares,
Securities Securities Securities Shares or Units of Units Or Units or
Underlying Undertying Underlying Units of Stock that  Other Rights Other Rights
Unexercised Unexercised Unexercised Option  QOption  Stock that Have Not  That Have  That Have
Options Options Unearned  Exercise Expiration Have Not Vested Not Vested  Not Vested
Exercisable (#) Unexercisable (#} Options (#) Price ($) Date  Vested (#) (#)(1) (#) $)
2,000,000 $ 17.00 3/17/09
180,000 $14.1563 519110
134,000 § 850 772510
450,000 $ 6.125 12/6/10
90,000 $ 12,50 121711
200,000 $ 2178 2125113
200,060 $ 3380 12/16/13
112,500 112,500(4) $ 3429 1/3/15
250,000(2) $2,907,500
200,000(3) $2,326,000
0 1,500,000(6) $ 1591 6/5/17
500,000(7) $5.815,000
1,000,000 $18.7657 7/21/08
30,000 $12.4375 12/23/08
40,000 $17.875  4/19/09
120,000 $14.1563  5/9/10
120,000 $ 850 7/25/10
60,000 $ 1250 12/17711
120,000 $ 21255 12/9/12
60,000 § 3479 12/11113
60,000 $ 3429 1/3/15
125,000 $ 2689 /15
79,800 $ 2060 51716
30,000 $12.4375 12/23/08
80,000 $17.8750  4/19/09
120,000 $14.1563 5/9/10
120,000 $ 850 7/25/10
250,000 $ 6125 12/6/10
60,000 § 12501217711
120,000 $ 21.255 12/9/12
75,000 $ 3479 12/11/13
50,000 50,000(4) $ 3429 1/3/15
50,000 200,000(9) $ 2689 7/1/15

80,000(5) $ 930,400
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Cption Awards

Stock Awards

Name

Fredericus A. Colen . .

James Gilbert . . . . .

* M. Best retired on July 6, 2007.

)

Equity
Equity Incentive
Incentive Plan Awards:
Equity Plan Awards: Market or
Incentive Market Number of Payout Value
Plan Awards: Value of Unearned  of Unearned
Number of Number of Number Of Number of Shares or Shares, Shares,
Securities Securities Securities Shares or Units of Units Or Units or
Underlying Underlying Underlying Units of Stock that Other Rights Other Rights
Unexercised Unexercised Unexercised Option Option  Stock that Have Not  That Have  That Have
Options Options Unearned  Exercise Expiration Have Not Vested Not Vested  Not Vested
Exercisable (#) Unexercisable (#) Options (#) Price $) Date Vested (#) (#)(1) (#) $){1)
10,000 $ 7.9050 272711
25,000 $ B899 71711
28,174 $ 1250 1217711
120,000 $ 21.255 12/912
60,000 _$ 34,79 12/11/13
30,000 30,000(4) $ 3429 1/3/15
20,000 80,000(9) § 2689 7/1/15
32,500 97,500(11) § 2193 5/8/16
32,00005) $ 372,160
) 45,500(12)% 529,165
125,000 125,0004{4) $§ 3429 1/3/15
20,000 80,000(9) $ 2689 T1/15
15,950 47,850(10) $ 2060 5/17/16
14,180 42,540(13) $ 1602 7/24/16
32,000(5) $ 372,160
21,800(8) $ 253,534
20,070(14) 3 233,414
38,992(15)% 453,477

business day of 2007, as reported on the New York Stock Exchange.

(2) Mr. Tobin was awarded 250,000 deferred stock units, 509 of which will vest on December 31, 2008, and 50% of which will vest on

The amounts reflected as Market Value are based on the closing price of our common stock ($11.63) on December 31, 2007, the last

December 31, 2009, contingent on his continued employment as of each of those dates. The shares will be issued to Mr. Tobin during
the seventh month following cessation of his employment with us.

&

Mr. Tobin was awarded 2,000,000 performance-based deferred stock units that will vest in equal installments on each of December 31,
2008 and December 31, 2009, provided certain performance conditions have been satisfied. In accordance with SEC rules, the number

of unearned shares represents the lowest award level which has not yet been earned. The number of shares reflected in this column
reflects the threshold award level since the minimum performance condition has not yet been satisfied. For a further description of this

award, see footnote 11 to the Potential Payments Upon Termination or Change in Control table on page 59.

)
)
(6)
Q)
®
®

These stock options vest in two equal annual installments beginning on January 3, 2008.
These deferred stock units vest in four equal annual installments beginning on July 1, 2008.
These stock options vest in four equal annual installments beginning on June 3, 2008.

These deferred stock units vest in five equal annual installments beginning on June 5, 2008,
These deferred stock units vest in four equal annual installments beginning on May 17, 2008.

These stock options vest in four equal annual installments beginning on July 1, 2008.

(10) These stock options vest in three equal annual installments beginning on May 17, 2008.

{11) These stock options vest in three equal annual installments beginning on May 8, 2008.

(12) These deferred stock units vest in four equal annual installments beginning on May 8, 2008,

(13) These stock options vest in three equal annual installments beginning on July 24, 2008.

(14) These deferred stock units vest in four equal annual installments beginning on July 24, 2008,

(15) These deferred stock units vest in five equal annual instaliments beginning on May 7, 2008.
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OPTION EXERCISES AND STOCK VESTED

This table shows options exercised and deferred stock units vested for our NEOs during the year
ended December 31, 2007,

Option Awards Stock Awards

Number of Shares
Acquired on Option  Value Realized Number of Shares Value Realized on

Exercise on Exercise Acquired on Vesting Vesting
Name (#) %) (#) (%)
(a) (b) (©) (d) (e)
James R. Tobin . .. ........... — — — —
Sam R, Leno ............... — — — —
Lawrence C. Best* . .......... 656,000 $2,341,318 77,200 £1,197,072
Paul A. LaViolette. . . ... ... ... 396,000 $1,355,459 20,000 $ 309,600
Fredericus A. Colen. .......... —_ — 8,000 $ 123,840
James Gilbert . .............. —_ — 8,000 $ 123,840

* Mr. Best retired on July 6, 2007.

PENSION BENEFITS

In May 2005, we adopted an Executive Retirement Plan which covers executive officers and division
presidents. The Executive Retirement Plan exists to provide a clear and consistent approach to managing
executive retirements with a standard, mutually-understood separation and post-employment relationship,
The plan provides retiring executive officers with a lump sum benefit of 2.5 months of salary for each year
of service, up to a maximum of 36 months pay. The amounts are payable on the 181 day following
retirement. Receipt of payment is conditioned upon the retiring employees entering into a separation
agreement with Boston Scientific, which would include a non-competition provision that protects the
Company from the transfer of proprietary and business knowledge to competing companies. To be
considered retired under the Executive Retirement Plan, an employee’s age plus his or her years of service
with Boston Scientific must be at least 65 years (provided that the employee is at least 55 years old and has
been with Boston Scientific for at least 5 years).

For retirement-eligible participants, the present value of accrued benefits is equivalent to the value of
their lump sum benefit determined under the Plan (based on the NEQ’s base salary and number of years
of credited service). For those NEOs not yet eligible for retirement (Messrs. Leno, LaViolette, Colen and
Gilbert), the amounts reflected represent their current accrued benefit based on current salary and current
years of service, discounted from the earliest retirement eligibility to December 31, 2007 using a discount
rate of 6.5% per annum. This valuation methodology is consistent with the methodology we use for
financial accounting purposes except that executives are assumed to remain employed at Boston Scientific
until their earliest retirement age under the plan (or their age on December 31, if already eligible for
retirement). For financial accounting purposes, the valuation considers the probability that the executives
will achieve retirement age. Pursuant to the terms of his offer letter, Mr. Leno is eligible to receive benefits
under the Executive Retirement Plan after 3 years of service.
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The table below shows the present value of accumulated benefits payable to each of our NEOs,
including the number of years of service credited to each NEO, under our Executive Retirement Plan as of
December 31, 2007,

Number of

Years of Present Value of

Credited Accumulated Payments During

Service Benefits Last Fiscal Year
Name Plan Name(l) (#)(2) ($)(3)(4) %)
James R. Tobin. ... ... BSC Executive Retirement Plan 8.79 $1,767,157 $ 0
Sam R. Leno ........ BSC Executive Retirement Plan 0.58 $ 63,920 $ 0
Lawrence C. Best(4) ... BSC Executive Retirement Plan 14.93 $ 0 $2,035,501
Paul A. LaViolette. . . . . BSC Executive Retirement Plan 13.96 $1,538,934 $ 0
Fredericus A. Colen ... BSC Executive Retirement Plan 8.38 $ 885,212 $ 0
James Gilbert . . .. .. .. BSC Executive Retirement Plan 3.00 $ 192,754 $ 0

(1) Participants may retire with unreduced benefits once the retirement conditions have been satisfied, Messrs. Tobin and Best
have satisfied the retirement conditions under the plan. For further discussion of our Executive Retirement Plan, please see
the Compensation Discussion & Analysis beginning on page 22. See also footnote (4) below regarding Mr. Best’s retirement
and subsequent payment under the plan.

(2)  The numbers of years of credited service reflect the NEQ’s actual service with us. We do not credit additional years of service
under the plan. Rather, the plan provides that the number of years of credited service is calculated through the NEO’s last
day worked. Partially completed years of service are pro-rated based on calendar days, and calculated to the second decimal
point.

(3)  For Messrs. Tobin and Best, the amounts reflected in this column represent the benefit the NEO has accrued based upon his
salary and number of years of credited service as of December 31, 2007, or in the case of Mr. Best, as of July 6, 2007, his
retirement date. The amounts attributable to Messrs. Leno, LaViolette, Colen and Gilbert in this column have been
discounted from the earliest retirement eligibility date to December 31, 2007, using a discount rate of 6.5%. They are not
currently entitled to receive these benefits because they have not met the threshold for retirement under this plan.

{4)  Mr. Best retired from Boston Scientific on July 6, 2007 and therefore had no accumulated benefit on December 31, 2007.
Pursuant to the terms of the Executive Retirement Plan, Mr. Best was paid a lump sam benefit of $2,035,501 on January 11,
2008, the 181st day following his retirement. For further discussion of our Executive Retirement Plan, please see the
Compensation Discussion & Analysis beginning on page 22.
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NONQUALIFIED DEFERRED COMPENSATION

In connection with a one-time contribution we made in September 2004 to our 401(k) Retirement
Savings Plan for the benefit of our employees, we adopted a 401(k) Excess Benefit Plan in June 2005. The
Excess Benefit Plan is a non-qualified deferred compensation plan designed to provide specific
supplemental benefits to those employees who would have exceeded the 2004 IRS contribution limits if the
special contribution had been made to their 401(k) plan accounts. The Excess Benefit Plan was established
to accept the “overflow” contributions on behalf of those employees, including our NEQs.

Investment choices under the Excess Benefit Plan are generally identical to our 401(k) Retirement
Savings Plan except that executive officers may not elect to invest in the BSC Stock Fund or the Vanguard
Retirement Savings Trust. The investment elections are made by each participant and may be changed at
any time. A lump sum cash payment is made to the participants within six months foliowing retirement or
termination of employment. For a further description of our 401(k) Excess Benefit Plan, see the section
titled “401(k) Excess Benefit Plan” in the Compensation Discussion & Analysis beginning on page 39.

The table below shows aggregate earnings and balances for each of our NEOs under our 401(k)
Excess Benefit Plan as of December 31, 2007,

Executive Regisirant Aggrepate Agpregate
Contributions  Contributions  Earnings in Aggregate Balance at Last

in the Last in the Last Last Fiscal  Withdrawals/ Fiscal Year

Fiscal Year Fiscal Year Year Distributions End
Name (%) 6] ($)(1) () ®
James R. Tobin .............. — — $1,009 — $19,755
Sam R.Leno(2} .............. —_ — — — —_
Lawrence C. Best .. ........... — — $1,376 — $26,912
Paul A. LaViolette ... ... ...... — — $1,376 — $26,912
Fredericus A, Colen . .......... — — $1,650 — $16,910

James Gilbert(2) ............. — — — — —_

(1) These amounts are not included in the Summary Compensation Table under the “Change in Pension Value and
Nongqualified Deferred Compensation Earnings” column since the earnings were neither above-market nor preferential.

{2) Messrs. Leno and Gilbert were not employed by us in 2004 when the one-time 401(k) contribution was made.
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POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CONTROL

. Executive retirement. In May 2005, we adopted an Executive Retirement Plan which covers executive
officers and division presidents. The Executive Retirement Plan exists to provide a clear and consistent
approach to managing executive retirements with a standard, mutually-understood separation and
post-employment relationship, The Executive Retirement Plan is more fully described under the section of
the Compensation, Discussion & Analysis titled “Executive Retirement” on page 40. Amounts accrued
under the Executive Retirement Plan are reflected in the Summary Compensation Table on page 44 in the
column Change in Pension Value and Nonqualified Deferred Compensation Earnings. We accrue amounts
under the Executive Retirement Plan as described in the Pension Benefits Table on page 50 and as
reflected in the Potential Payments upon Termination or Change in Control Tables beginning on page 53.

Consulting arrangements.  In addition, the Executive Retirement Plan allows our CEO the discretion
to cause Boston Scientific to enter into consulting arrangements with retiring executives. The purpose of
these consulting arrangements is to ensure smooth executive transitions including prudent transfer of
business knowledge as well as day to day project support, as needed. Consulting arrangements are more
fully described under the section of Compensation, Discussion & Analysis titled “Consulting
Arrangements” on page 40. In 2007, we did not enter into any consulting arrangements with any of our
NEOs under this Plan.

Executive life insurance. 'We make annual payments to certain executive vice presidents following
their retirement or termination {other than for cause) equal to the premivm for executive life insurance
(plus a gross-up amount for tax purposes) for a period ending on the tenth anniversary of the policy
initiation date or, in some circumstances, such other date as would allow the policy to become self-funding,
These payments represent a buyout of a former split-dollar life insurance program, which has been closed
to new participants since May 2004. Two of our NEOs received executive life insurance payments (in lieu
of Company-paid life insurance) in 2007 as reflected in the Summary Compensation Table on page 44
under the column All Other Compensation.

Retention Agreements. Our key executives, including our NEOs, have Retention Agreements with
Boston Scientific. The purpose of these Retention Agreements is to retain key executives during a
potentially critical time in the event of a sale or merger of the Company. Our intent is to keep our
executives properly motivated in the event of a change in control, even if they fear that their employment
will be terminated after or in connection with the change in control. In addition, we have been advised by
our compensation consultants that the terms of these agreements are market competitive within our peer
group. These agreements are more fully described under the section of Compensation, Discussion &
Analysis titled “Retention Agreements” on page 40.

Long-Term Incentive Plans.  All equity awards granted to our executive officers, including our NEOs,
under our 1992, 1995, 2000 and 2003 Long-Term Incentive Plans will become immediately exercisable in
the event of a “change in control” or “Covered Transaction™ as defined in those Plans. These plans are
more fully described under the section of the Compensation, Discussion & Analysis titled “Long-Term
Incentive Plans™ on page 41.

Performance Incentive Plan. Under our Performance Incentive Plan which is applicable to all
employees, including our executive officers, participants whose employment ceases before the end of the
year but who have otherwise met all plan eligibility requirements and who, as of the date they ceased
employment with the Company, had reached age 50, accrued at least five years of service and whose age
plus years of service equals or exceeds 62, may receive their performance incentive awards for the yearon a
prorated basis based on the percentage of the year the participant was employed by the Company and
cligible to participate.
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Employee Severance Pay Plan.  All exempt employees at the director level and above, including our

executive officers, are eligible for severance payments (salary and benefits

continuation) equal to one

month of severance pay per year of service to the Company, with a minimum benefit of 6 months pay up to
a maximum of 12 months. Executives eligible for our Executive Retirement Plan are not also eligible to

receive this severance benefit.

The following tables show potential payments to our NEOs under existing agreements, plans or other
arrangements, for various scenarios involving a change in control or termination of employment, in each
case assuming the termination date was December 31, 2007, and where applicable using the closing price

of our common stock of $11.63 on that date (as reported on the NYSE).

James R. Tobin
Involuntary Termination
Termination Following
Termination  Voluntary without  Change in
For Cause(1) Termination(2} Cause(3) Control{4)

Disability Death Retirement

PAYMENTS DUE UPON

TERMINATION:
Cash Severance
Base Salary . . ...... e $0 $ (UN 0 52895000 § 0% 0% 0
Bomus .. ..., $0 $ 0 S 0 § 2,895000 § 0% 0% 0
Pro-rata Target Bonus(5). . .. ... _$£ $ 965000 & 965000 § 965000 $ 965,000 $ 965000 § 965,000
Total Cash Severance . . ....... $0 $ 965000 § 965000 § 6,755,000 § 965,000 § 965,000 $ 965,000
Benefits & Perguisites
Executive Retirement Plan(6) . . . . $0 $1,767,157  $1,767,157 § 1,767,157 $1,767,157 $1,767,157 $1,767,157
Health and Weifare Benefits(7) . . $0 $ 0 3 0 § 39499 % 0s 03 0
Post-Termination Life Insurance(7) . $0 3 0 s 0 s 2,880 § 0% 0% 0
Executive Allowance . ........ $0 $ 0o s 0 § 75000 % 0% 0s 0
Executive Life Payment(8). . . ... @ $ 0 3 o 3 0% 0% 0$ 0
Total Benefits & Perquisites . . . . . $0 $1,767,157  $1,767,157 $ 1,884,536 $1,767,157 $1,767,157 $1,767.157
280G Tax Gross-Up . ... ....... $0 $ o o s 0s 0s 03 0
Long-Term Incentives
Value of Accelerated Stock
Options(9) ... ........... $0 $ 0o s 0 S 0% s 0% 0
Value of Accelerated Deferred
Stock Units(10) . .. ........ 50 $ 0 S 0 $ 2,907,500 $2,907.500 $2,907,500 $ 0
Value of Accelerated Performance
Shares(11} .............. _$_9 $ o 3 o 3 ¢s 0§ 0 0
Total Value of Accelerated Equity
Grants . . . v oo v 50 3 o0 3 0 § 2,907,500 $2,907,500 $2,907,500 $ 0
Total Value: All Benefits . . ... ... $0 $2,732,157 $2,732,157 $11,547,036 $5,639,657 $5,639,657 $2,732,157
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Sam R. Leno
Involuntary Termination
Termination Following
Termination  Voluntary without  Change in

For Cause(l) Termination(2) Cause(3) Control(4) Disability Death Retirement
PAYMENTS DUE UPON
TERMINATION:
Cash Severance
Base Salary . . ............. 50 $ 0 3 0 § 1,800,000 $ 03 0§ 0
Bonus . ........viuvnann- 0 5 0 $ 0 § 1,350,000 $ 03 ¢ $ ]
Pro-rata Target Bonus(5). .. .... $0 $450,000 $ 450,000 $ 450,000 $ 450,000 § 450,000 $450,000
Total Cash Severance . .. ...... $0 $450,000 $ 450,000 $ 3,600,000 3 450,000 § 450,000 $450,000
Benefits & Perquisites
Executive Retirement Plan(6). . . . $0 $ 0 $ 72500 $ 72500 § 03 03 0
Health and Welfare Benefits(7) . . $0 $ Y $ 0§ 39499 % 03 03 0
Post<Termination Life Insurance(7) . 30 $ 0 $ 0 $ 2,880 $ 03 0% 0
Executive Allowance . .. ...... $0 $ 0 3 0§ 75000 % 03 0§ 0
Executive Life Payment(8). ... .. $0 $ 0 $ 03 0s 0% ¢ 3 0
Total Benefits & Perquisites. . . . . $0 $ 0 $ 72500 § 189,879 § 0% o3 0
280G Tax Gross-Up . .......... $0 $ 0o $ 0 $3323642 § 0% 0 s 0
Long-Term Incentives
Value of Accelerated Stock
Options(9) . ............. $0 $ 0 $ 0 % 03 0% 0 % 0
Value of Accelerated Deferred
Stock Units(10) . ... ....... 50 3 0 $5,815,000 § 5,815,000 $5,815,000 $5,815,000 $ (]
Value of Accelerated Performance
Shares(11} .. ............ $— $ —_ 3 — 3 — § — 35 — $ —
Total Value of Accelerated Equity
Grants . . . .. ... e $0 $ 0 $5,815,000 $ 5,815,000 $5,815,000 $5,815,000 % 0
* Total Value: All Benefits . ....... $0 $450,000 $6,337,500 $12,928,521 $6,265,000 $6,265,000 $450,000
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Lawrence C. Best*
Involuntary Termination
Termination Following
Termination Voluntary without Change in
For Cause(l) Termination(2) Cause(3) Control(4) Disability Death Retirement

PAYMENTS DUE UPON
TERMINATION:

Cash Severance

Base Salary .................. $— $— — $— — — % 0
Bonus. ..................... $- $— $— $— — — 8 0
Pro-rata Target Bonus(5) . ... ...... $— — $— — — $— & 249,909
Total Cash Severance . .. ......... $— $— $— $— — $— § 249909
Benefits & Perquisites
Executive Retirement Plan(6) . . . . ... $— $— $— $— $— $—  $2,035,501
Health and Welfare Benefits(8). . . . . . $— — $— 5— $— $— 8 0
Post-Termination Life Insurance(8). . . . — = $— $— — $— $ 0
Executive Allowance .. .......... $— $— 5— $— — — s 0
Exccutive Life Payment(9) . ... ..... $— — 3— — — — % 0
Total Benefits & Perquisites . . . ., ... $— — $— $— $— $— 32,035,501
280G Tax Gross-Up . ............. $— $— $— $— $m — 3 0
Long-Term Incentives
Value of Accelerated Stock Options(10) . $— — $— $— — — § 0
Value of Accelerated Deferred Stock
Units(IL} «ooeeeee e [ - $— §— $— $—  S— $1,042272
Value of Accelerated Performance
Shares(12) ................. $— $— 5— $— $— $— 8 0
Total Value of Accelerated Equity
Grants . . . ................. $0 30 $0 $0 $0 $0 $1,042272
Total Value: All Benefits, . . ......... $0 $0 $0 $0 $0 $ 0 $3327,682

*

Amounts on this table reflect payments actually made to Mr. Best in connection with his July 6, 2007 retirement from the
Company.
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Paul A. LaViolette
Involuntary Termination
Termination Following
Termination  Voluntary without  Change in
For Cause(l) Termination(2) Cause(3) Control(4) Disability Death Retirement
PAYMENTS DUE UPON
TERMINATION:
Cash Severance
Base Salary . . ............. $0 $ 0 $ 0 $2,175000 $ 0% 0 $¢
BOBUS .o vv i eian e $0 -3 0 s 0 $1,957.500 § 0$ 0 $0
Pro-rata Target Bonus{5). . .. ... $_0 $652,500 $652,500 § 652,500 $ 652,500 § 652,500 $0
Total Cash Severance . .. ...... $0 $652,500 $652,500  $4,785,000 $ 652,500 § 652,500 50
Benefits & Perquisites
Executive Retirement Plan(6). . . . $0 3 0 $ 0 s 0 s oS 6 $0
Health and Welfare Benefits(8) . . $0 $ 0 $ 0 $ 52758 § (U 0 $0
Post-Termination Life Insurance(8) . $0 $ 0 $ o % 03 % 0 $o
Executive Allowance ......... $0 $ 0 $ 0 $ 75000 % 03 0 $0
Executive Life Payment{9). .. ... $0 $ 87,394 $87394 § 87394 § 87394 % ¢ $0
Total Benefits & Perquisites . . . . . $0 $ 87,394 $ 87,394 $ 215152 $§ 87394 § 0 $0
280G Tax Gross-Up . ... ....... $0 $ 0 $ 0 3 03 0s 0 $0
Long-Term Incentives
Value of Accelerated Stock
Options(10) .. ........... $0 5 ¢ $ 0 % 03 0s 0 $0
Value of Accelerated Deferred
Stock Units(11} . .. ... ... .. $0 $ 0 $ 0 $ 930400 $ 930,400 $ 930,400 $0
Value of Accelerated Performance
Shares(i2) .. .........0.. — 3 — $ —  § — % — % — —
Total Value of Accelerated Equity
Grams . . . oo v e 50 3 0 $ 0 § 930,400 $§ 930,400 § 930,400 $0
Total Value: All Benefits . .. ... .. $0 $739,894 $739,894  $5,930,552 $1,670,294 $1,582,900 $0
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Fredericus A. Colen

PAYMENTS DUE UPON
TERMINATION:

Cash Severance
Base Salary . ......
Bonus ..........

Pro-rata Target Bonus(5}. . . .. ..

Total Cash Severance .
Benefits & Perquisites

Executive Retirement Plan(6}. . . .
Health and Welfare Benefits(8) . .
Post-Termination Life Insurance(8) .

Executive Allowance .

Executive Life Payment(9). ... ..

Total Benefits & Perquisites . . . . .

280G Tax Gross-Up . . .
Long-Term Incentives

Value of Accelerated Stock

Options(10) . . ...

Value of Accelerated Deferred

Stock Units(11) . . .

Value of Accelerated Performance

Shares(12) ... ...

Total Value of Accelerated Equity

Grants . . .......
Total Value: All Benefits

Involuntary Termination
Termination Following

Termination  Voluntary without  Change in

For Cause(1) Termination(2) Caunse(3) Control(d) Disability Death Retirement
$0 $ 0 $ 0 $1,620,000 § 03 0. $0
$0 b 0 3 0 $1,408,500 3% 0% 0 30
S_g $405,000 $405000 $ 469,500 $ 405,000 $ 405,000 §__0
$0 $405,000 $405,000 33,498,000 § 405,000 $ 405,000 30
$0 $ 0 $ 0 3 03 0% 0 $0
$0 $ 0 $ 0 $ 37491 % (L) 0 50
3o L3 0 $ ¢ 5 (L 0% 0 $0
$0 $ 0 $ 0 § 75000 % 0% 0 $0
$0 $ 54,069 $ 54069 3 54,060 § 54,069 $ 0 5;_9
3o $ 54,069 $ 54069 § 166560 $ 54,069 $ 0 $0
$0 $ 1] 5 0 5 0% 0% Q $0
$0 $ 0 b 0 3 03 0% 0 50
$0 $ 0 $ 0 § 901,325 § 901,325 $ 901,325 $0
5: $ —_ $ — 3 — 3 — 8 — $_—:
$0 $ 0 $ 0 $ 901,325 $ 901,325 S 901,325 $0
$0 $459,069 $459,069  $4,565,885 $1,360,394 $1,306,325 $0
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James Gilbert
Involuntary Termination
Termination Following
Termination  Voluntary Without  Change in
For Cause(l) Termination(2) Cause(3) Control(4) Disability Death Retirement

PAYMENTS DUE UPON

TERMINATION:
Cash Severance
Base Salary . . ............. $0 $ 0 $ 0 $1,350,024 $ 0% 0 $0
BONUS . ..o v v vver e e $0 $ 0 $ 0  $1012518 $ 08 0 $0
Pro-rata Target Bonus(5). . .. ... $0 $337,506 $337,506 § 337,506 $ 337,506 § 337,506 ﬁ
Total Cash Severance . ........ $0 $337,506 $337,506  $2,700,048 $ 337,506 § 337,506 $0
Benefits & Perquisites
Executive Retirement Plan(6). . . . $0 $ t $ 0 3 o6 % 08 0 $o
Health and Welfare Benefits(8) . . $0 $ 0 $ 0 $ 52758 % 0$ 0 $0
Post:Termination Life Insurance(8) . $0 $ 0 $ 0 $ 2880 $ 0% 0 $0
Executive Allowance . ........ $0 $ 0 $ 0 % 75000 8 0% 0 $0
Executive Life Payment(9). . . . .. $0 $ 0 $ 0 5 03 0% 0 30
Total Benefits & Perquisites. . . . . $0 $ 0 $ 0 $ 130638 $ 0% 0 $0
280G Tax Gross-Up . .......... $0 3 0 $ 0 $1,382423 § 03 0 $0
Long-Term Incentives
Value of Accelerated Stock
Options(10) . ............ $0 $ 0 $ 0 $ 03 0s$ 0 $0
Value of Accelerated Deferred
Stock Units(11) . . ......... $0 $ 0 $ 0 $1,312,585 $1,312,585 $1,312,585 $0
Value of Accelerated Performance
Shares(12) . ............. $- $ — $ — § — § — % —
Total Value of Accelerated Equity
Grants . . -« . v v v i e $0 - $ 0 $ 0 $1,312,585 $1,312,58% $1,312,585 $0
Total Value: All Benefits . . . ... .. $0 $337,506 $337,506  $5,525,694 $1,650,091. $1,650,091 $0

(1) Employees, including NEQs, are not entitled to any benefits upon termination for cause. All unvested stock options and
deferred stock units, as well as all vested but unexercised stock options are forfeited as of the date of termination. For a
definition of cause, see the Compensation Discussion & Analysis section entitled “Retention Agreements” on page 40.

(2) Amounts in this column represent benefits payable to the NEQ upon the NEQ’s voluntary termination on December 31, 2007
under our Performance Incentive Plan. Under this plan, if the NEQ voluntarily terminated his employment prior to
December 31, 2007 and was not eligible for retirement at that time, no Pro-Rata Target Bonus would be payable to the NEO.
For a further description of our Performance Incentive Plan, see the Compensation Discussion & Analysis beginning on page 22.

(3) Amounts in this column represent benefits payable to the NEQ upon involuntary termination by us on December 31, 2007 other
than termination for cause or in connection with a change in control under our Performance Incentive Plan. Under this plan, if
we involuntarily terminated the NEQ’s employment other than for cause or in connection with a change in control prior to
December 31, 2007 and the NEO was not eligible for retirement at that time, no Pro-Rata Target Bonus would be payable to the
NEQ. For a further description of our Performance Incentive Plan, see the Compensation Discussion & Analysis section titled
“Performance Incentives” beginning on page 29. For a definition of cause or change in control, see the Compensation
Discussion & Analysis section entitled “Retention Agreements” on page 40.

{4) Amounts in this column represent benefits payable under our Retention Agreements following a termination in connection with
change in control of the Company. For a further description of our Retention Agreements, see the Compensation Discussion &
Analysis section titled “Retention Agreements” beginning on page 40.
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{5) Amounts in the Pro-Rata Target Bonus row generally represent amounts eamed and accrued under our Performance Incentive
Plan. Under this plan, these amounts will be paid on a pro-rated basis through the date of termination, disability, death or
retirement. For a further description of our Performance Incentive Plan, see the Compensation Discussion & Analysis section
titled “Performance Incentives” beginning on page 29. Mr. Colen’s Pro-Rata Target Bonus in connection with a change in
control is higher than in the other termination scenarios because our Retention Agreements provide that in a change in control
situation, the bonus paid is the greater of the assumed on-plan bonus or the prior year’s bonus. Mr. Colen’s bonus in 2006 was
$469,500, while his assumed on-plan bonus is $405,000. For more information about our Retention Agreements, sec the
Compensation Discussion & Analysis section entitled “Retention Agreements” on page 40.

(6) Amounts in the Executive Retirement Plan row represent amounts earned under our Executive Retirement Plan, provided the
NEO is eligible for benefits under the plan. For NEOs other than Mr. Leno, eligibility means that the sum of the executive
officer’s age and years of service must equal 65, provided the executive officer is at least 55 years old and has completed at least
5 years of service with us. Mr. Leno is eligible to receive benefits under the Executive Retirement Plan after 3 years of service,
generally, and immediately if Mr. Leno is involuntarily terminated without cause or in connection with a change of control.
Messrs. LaViolette, Colen and Gilbert have not yet met the eligibility thresholds for our Executive Retirement Plan, and instead
are eligible to receive benefits under our Severance Pay Plan, which is available generally to all of cur employees without
discrimination in scope, terms or operation and, accordingly, benefits pursuant to it are not disclosed on these tables. For a
further description of our Executive Retirement Plan and our Severance Pay Plan, see the Compensation Discussion & Analysis
beginning on page 22.

(7) Pursuant to the terms of Mr. Leno’s offer letter, he is eligible for our Executive Retirement Plan if he is involuntarily terminated
without cause and therefore is not eligible for Health and Welfare benefits or Post-Termination Life Insurance in that
circumstance. Messrs. LaViolette, Colen and Gilbert are eligible for Health and Welfare benefits and Post-Termination Life
Insurance under our Severance Pay Plan if any of them are involuntarily terminated without cause. Qur Severance Pay Plan is
available generally to all of our employees without discrimination in scope, terms or operation and therefore these benefits are
not disclosed on these tables.

(8) Amounts in the Executive Life Payment row represent amounts the NEQ was paid in 2007 for Executive Life Insurance in lieu
of Company-paid life insurance, including & “gross-up™ amount to cover related tax obligations. These payments continue until
the earlier of death or a specified number of years and are not presently calculable. Only Messrs, LaViolette and Colen
participate in this program. The annual premium, the amount of gross-up related to tax obligations and the number of vears
remaining under each policy are listed below:

Remaining Years under

Name Annual Premium 2007 Tax Gross-Up Universal Life Policy
Paul A. LaViolette $49,557 $37,837 14
Fredericus A. Colen $27,634 $26,435 10

{9) At December 31, 2007, the NEOs do not have any in-the-money unvested stock options.

(10) The amounts related to acceleration of deferred stock units represent the value of the number of accelerated deferred stock
units held by each NEO as of December 31, 2007, calculated by multiplying the number of accelerated deferred stock units by
$11.63 (the closing price of our common stock on December 31, 2007) or, in the case of Mr. Best, by $15.51 {the closing price of
our common stock on July 7, 2007, his retirement date),

{11) On February 28, 2006, Mr. Tobin was awarded 2,000,000 performance-based deferred stock units, 50% of which will be issued on
December 31, 2008 if our stock price reaches the prices per share set forth below, and 50% of which will be issued on
December 31, 2009 if our stock price reaches the prices per share set forth below (units that do not vest on December 31, 2008
may vest on December 31, 2009 if the 2009 prices per share are reached):

% of 12/31/08 12/31/0%
Restrictions Measurement Measurement Total Shares

Share Performance Price that Lapse Date Date Earned

$75 and above 100% 1,000,000 1,000,000 2,600,000
360 80% 800,000 300,000 1,600,000
$50 60% 600,000 600,000 1,200,000
$40 40% 400,000 400,000 800,000
$35 20% 200,000 200,000 400,000
Below $35 0% 0 0 0

In the event of termination resulting from Mr. Tobin’s Disability, Death, Involuntary Termination without Cause or Termination
Following a Change in Contral, the number of shares to be issued to Mr. Tobin at that time under his performance share award
will be determined in accordance with the performance criteria set forth above.
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EQUITY COMPENSATION PLANS

The following table summarizes information as of December 31, 2007 relating to our equity

compensation plans pursuant to which grants of options, deferred stock units, restricted stock grants or
other rights to acquire shares may be granted from time to time.

Number of Securities

Number of Remaining Available
Securities to Be for Fature Issuance
Issued upon Exercise Weighted Average vnder Equity
of Qutstanding Exercise Price of Compensation Plans
Options, Warrants Outstanding Options, (Excluding Securities)
and Rights Warrants and Rights  Reflected in Column(a)
Plan Category (a) (b) {c)
Equity compensation plans approved by
security holders(1)................ 58,840,728 $12.84(2) 39,337,341
Equity compensation plans not approved
by security holders(3) ............. 0 $ 0 0
Total ... e 58,840,728 w&) 39,337,341

¢))

@
3

Amounts include outstanding options under our 1992, 1993, 2000 and 2003 Long-Term Incentive Plans and our 1992

Non-Employee Directors” Stock Option Plan. The amount in column (c) includes 16,456,346 shares available for purchase by
employees under our Global Employee Stock Ownership Plan, which are not available for grant in any other form. Our 1992
Long-Term Incentive and 1992 Non-Employee Directors’ Stock Option Plans expired on March 31, 2002 and our 1995
Long-Term Incentive Plan expired on May 9, 2005, after which time grants were only issued under our 2000 and 2003 Long-Term
Incentive Plans. As of December 31, 2007, there were 1,878,796 shares available for issuance under our 2000 LongTerm
Incentive Plan and 21,002,199 shares available for issuance under our 2003 Long-Term Incentive Plan. Amounts in column
(2) also include 18,136,051 shares awarded under our 2000 and 2003 Long-Term Incentive Plans in the form of deferred stock
units and restricted stock.

This weighted average exetcise price includes the value of outstanding deferred stock units and restricted stock.

We have acquired a number of companies over the past several years. From time to time, we have assumed the acquired
company’s incentive plan(s), including the outstanding options and warrants, if any, granted under those plan(s). No further
options are granted under the assumed plans beyond those assumed in connection with the acquisitions. Assumed options that
terminate prior to expiration are not available for re-grant. As of December 31, 2007, the aggregate sumber of shares to be
issued under the assumed plans totaled 28,036,616. The weighted average exercise price of these options is $13.97.
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DIRECTOR COMPENSATION

We use a combination of cash and equity incentive compensation to compensate our non-employee
directors. To determine the appropriate level of compensation, we rely on the consulting services of
Watson Wyatt and publicly available data describing director compensation in peer companies. We also
take into consideration the significant amount of time and dedication required by our directors to fulfill
their duties on our Board and Board committees as well as the need to continue to attract highly qualified
candidates to serve on our Board. In 2007, we adjusted our director compensation as follows:

Non-employee Directors. 'We compensate our non-employee directors (other than the Chairman of
the Board) as follows:

¢ An annual retainer of $60,000;

+ An annual grant of the number of shares of restricted stock determined by dividing $120,000 by the
fair market value of our stock on the date of grant;

* An annual fee of $20,000 for the chair of each of our committees,

Employee Directors. Directors who are also employees of the Company receive no additional
compensation for serving on the Board or its committees.

Chairman of the Board.  Our Chairman of the Board receives an annual retainer of $210,000 and an
annual grant of the number of shares of our restricted stock determined by dividing $120,000 by the fair
market value of our stock at the close of market on the date of grant.

In addition, we pay or reimburse our directors for transportation, hotel, food and other incidental
expenses incurred in connection with attending Board and committee meetings and participating in
director education programs.

We grant restricted stock awards to our non-employee directors at no charge, but they are subject to
forfeiture restrictions. The shares become free from restriction upon the expiration of each director’s
current term of office. The annual restricted stock awards are generally made on the date of each Annual
Meeting, but if a director is elected to the Board on a date other than the Annual Meeting, a restricted
stock award may be made on the date the director is first elected to the Board.

Non-employee directors may, by written election, defer receipt of all or a portion of the annual cash
retainer, committee chair fees and the restricted stock award under our Deferred Compensation Program
until he or she retires from our Board. Cash amounts deferred can be invested in common stock
equivalents or another investment option in which we credit the amount deferred, plus accrued interest
(compounded annually based vpon the Moody’s Composite Yicld on Seasoned Corporate Bonds as
reported for the month of September of each calendar year). Amounts are only payable after a director’s
termination of Board service, and may be either paid as a lump sum or in installments previously specified
by the director at the time of election.
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DIRECTOR COMPENSATION IN FISCAL 2007

The table below summarizes the compensation we paid to our non-employee directors for the year

ended December 31, 2007.

Fees Earned Option

or Paid in Stock Awards  Awards All Other
Name(1) Cash ($)(3) $)d) (§)(5)  Compensation ($}(5)  Total (§)
JohnE. Abele................ $ 60,000 $53646 % O $1,216,342 $1,329,988
UsulaM.Burns .. ............ $ 76,511 $ 76,686  $5,230 $ 0 $ 158,427
Nancy-Ann DeParle............ $ 60,000 $100358 § 0O $ 0 $ 160,358
J. Raymond Elliott(2) .......... $ 19,239 $14597 3 0 $ 0 $ 33,83
Joel L. Fleishman . ............ $ 80,000 $ 53,625  $5230 $ 0 $ 138,835
Marye Anne Fox .. ............ $ 60,000 $ 76,686  $5,230 $ 0 $ 141916
RayJ. Groves . ............... $ 76,511 $152,752  $5,230 $ 0 $ 234,493
Kristina M, Johnson ........... $ 60,000 $54016 § O $ 0 $ 114,016
Ernest Mario ................ $ 76,511 $ 50,409  $5,230 $ 0 $ 132,150
N.J. Nicholas, Jr. ............. _ $ 60,000 $ 76,686 35,230 $ 0 $ 141916
Pete M. Nicholas . . . ........... $210,000 $187,007 $ O $1,447,285 $1,844,292
John E. Pepper .. ............. $ 60,000 $ 67,752  $5230 3 0 $ 132,982
Uwe E. Reinhardt . . ........... $ 60,000 $ 53,625  §5,230 $ 0 $ 118,855

$ 0 $ 251,004

Warren B. Rudman . ... ........ $ 93,022 $152,752  $5.230

(1) James R. Tobin, a director and our President and Chief Executive Officer, is an employee and is oot included in this table.
Mr. Tobin's compensation is discussed in our Compensation Discussion & Analysis beginning on page 22 and in the Summary

Compensation Table beginning on page 44,

(2) Mr. Elliott was elected as a director in September 2007.

{(3) The following non-employee directors clected to defer all or a portion of their 2007 annual cash retainers in the form of
common stock equivalent units in accordance with our Deferred Compensation Plan available to non-employee directors:

2007 Cash  Common Stock
Name Deferred Equivalent Units
Ursula Mo BUIDS + v v v v e e e o e et bt et a et m e e e i $76,511 5,065
JRaymond Elliott .. . ... .. ...t $19,239 1,340
Marye Anne FOX . . ... . . i e e $30,000 1,980
Ray J.GrOVES . . o ot v et i e $76,511 5,065
Ernest Mamio . . o it et e et e e e e $76,511 5,065
NI Nicholas, Jr. . . o e e i e s $60,000 3,960
John E.Pepper . .. ..o v o e $45,000 2,969
Warren B. Rudman . .. . . . . ot it e e s $93,022 6,170

In addition, Marye Anne Fox and John Pepper elected to defer a portion of their 2007 cash retainer under the Moody’s investment

option provided under the Deferred Compensation Plan.
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(4) The amounts reflected in this column represent the amount of expense we recognized for each director’s awards during 2007.
Under our director compensation program, each non-employee director, with the exception of Mr. Elliott, was granted a
restricted stock award on May 8, 2007 in the amount of shares equal to the grant date fair value of $120,000, or 7,238 shares.
Mr. Elliott became a director on September 5, 2007 and received a gramt of restricted stock equal to the amount of shares equal
to $120,000 on that date. The restricted stock awards vest upon the expiration of each director’s current term of office.

The aggregate total number of outstanding unvested restricted awards at December 31, 2007 is shown below:

Grant Date
Name Grant Date  Number of Shares  Fair Value  Vesting Date
JohnE. Abele ................. 7125106 4,782 $ 80,000 May 2009*
518107 7,238 $120,000 May 2009*
UrsulaM.Burns . .. .., .......... 518107 7,238 $120,000 May 6, 2008
Nancy-Ann DeParle , . ... ......... 7125/06 4,782 $ 80,000 May 6, 2008
5/8/07 7,238 $120,000 May 6, 2008
J.Raymond Elliott . ............. 9/5/07 9,160 $120,000 May 6, 2008
Joel L. Fleishman .. ............. 7125106 4,782 $ 80,000 May 2009*
5/8/07 7,238 $120,000 May 2009*
Marye Anne Fox. . .............. 5/8/07 7,238 $120,000 May 6, 2008
RayJ Groves ................. 5/10/05 2,000 $ 59,500 May 6, 2008
7125/06 4,782 $ 80,000 May 6, 2008
5/8/07 7,238 $120,000 May 6, 2008
Kristina M, Johnson ............. 725406 4,782 $ 80,000 May 2009*
5/8107 7,238 $120,000 May 2009*
EmestMario .. ................ 7125/06 4,782 $ 80,000 May 2009*
5/8/07 7,238 $120,000 May 2009*
N.J. Nicholas, Jr. . .............. 5/8/07 7,238 $120,000 May 6, 2008
Pete M. Nicholas . . ............. 5710105 3,000 $ 89,250 May 6, 2008
772506 7,173 $120,000 May 6, 2008
5/8/07 7,238 $120,000 May 6, 2008
John E. Pepper. .. ... ........... 5/8/07 7,238 $120,000 May 6, 2008
Uwe Reinhaedt . ... ... .......... 7/25/06 4,782 $ 80,000 May 2009*
5/8/07 7,238 $120,000 May 2009*
Warren B.Rudman . .. ........... 5/10/05 2,000 $ 59,500 May 6, 2008
7725/06 4,782 $ 80,000 May 6, 2008
5/8/07 7,238 $120,000 May 6, 2008
TOTAL. ... .................. 155,683

*These shares of restricted stock will vest on the day of our Annual Meeting of Stockholders to be held in May 2009,

The following directors deferred receipt of these shares under and in accordance with the terms of our Deferred Compensation

Plan:

Name No. of Shares
Ursula M. BUTNS . . . ot e e e e s e e e e e, 7,238
Nancy-Ann DeParle . .. .. .. e e e e e e e e 7,238
J Raymond Eillott . . . ... e e 9,160
Marye ANne FOX . . ... e e e e e e 7,238
Ray J. GrOVeS . . . .. e e e e 7,238
Kristina M. JOhnsom . . ... .. . e e e e e e 7,238
Ernest Marmio . . .. .o e e e e e e 7,238
NJ Nicholas, Jr. .o e e e e e e e 7,238
John E. Pepper . . . o e e e e 7,238
Warren B. Rudman . . . . .. .. e e e e e e e e 7,238
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(5) No stock options were granted to non-employee directors in 2007. The amounts in this column reflect the expenses related to
stock options granted in prior periods and recognized in our 2007 financial statements as described in Statement of Financial
Accounting Standards No.123(R). For a discussion of the valuation assumptions, see Note N to our conselidated financial
statements included in our Annual Report on Form 10-K for the year ended December 31, 2007, Aggregate total numbers of
stock option awards (vested and unvested) outstanding at December 31, 2007 are shown below. Mr. Elliott joined the Board in
2007 and has not received stock options.

OQatstanding
Name Stock Options
JOhn B, ADEIE . . o o oot e e e e e 2,000
Ursula M. BUIDS . .+ . o o oo o e e et i e e it e e e e 12,000
Nancy-Ann DeParle . .. ..ot ii 50,000
Joel L Flefshiman . . o v v v v o e v e it e bt e e a e ea e 40,000
Marye Ane FOX . . ..o oo e 16,000
Ray J GIOVES . . it c e 32,000
Kristina M. JONMSOM . o . v i ot e it v e it e vt e et e 55,227
EIMESE MATIO © « o ot et it it e e e m s et i r e e e 5333
NI Nicholas, JI. o oo e 25,334
L N I 1,247.500
John E. PEPPer . . .ottt e B 8.000
Uwe Reimhardl. . o oot et e e et it v e e e e e e 12,000
Warren B, RUGMIAN . . . . ottt i i e ot e i 24,000
TOTAL &+ v v et ot e e et ettt e e e 1,537,394
{(6) The numbers reflected in this column include all other compensation received by the following directors in 2007:
Annual Long Executive
Founder's  Medical Term  Charitable Life Other
Name Benefits(a) Benefits(n) Care(a) Donation(a) Insurunce(b) Perquisites(c) Total
John E. Abele .. ........ $150,000 $12,779  $10324  $1,000,000 $ 43,239 0 $1,216,342
Pete M. Nicholas .. ...... $225,000 $10,926  $14,011  $1,000,000 $166,483 $30,865 $1,447,285

{a) Amounts included in these columns reflect payments due to each of our founders following their retirement as
employees in May 2005.

(b) Amounts in this column attributable to Mr. Abele include imputed income and a gross-up amount of $18,052 to cover
tax obligations related to the termination of a previously established split dollar life insurance program. Amounts
attributable to Mr. Nicholas include amounts to fund premiums for universal life insurance, imputed income related to
the termination of a previously established split dollar life insurance program and a gross up amount of $73,942 to
cover related tax obligations.

(c) This column includes amounts paid for transportation services for Mr. Nicholas.

In May 2005, Pete M. Nicholas, our co-founder and Chairman of the Board, and John E. Abele, our
co-founder, retired as employees of Boston Scientific. In connection with their retirement:

« Mr. Nicholas receives an annual payment of $225,000 for life, and medical coverage under our
benefit policies for as long as he remains a director or “director emeritus.” We will continue to fund
his existing long-term care insurance and executive life insurance. Mr. Nicholas will continue to
have the use of an office at our Natick headquarters or other Boston Scientific facilities and
secretarial and administrative support, on an as-nceded basis. We wilt also make a one-time
charitable donation of up to $1 million to any qualified charitable organization designated by
Mr. Nicholas; and

» Mr. Abele receives an annual payment of $150,000 for life, and medical coverage under our benefit
policies for as long as he remains a director or “director emeritus.” We will continue to fund his
existing long-term care insurance and executive life insurance. Mr. Abele will continue to have the
use of an office at our Natick headquarters or other Boston Scientific facilities and secretarial and
administrative support, on an as-needed basis. We will also make a one-time charitable donation of
up to $1 million to any qualified charitable organization designated by Mr. Abele.

Mr. Nicholas continues to serve as Chairman of our Board of Directors and will receive the Chairman
of the Board compensation as described above. Mr. Abele continues to serve on our Board of Directors
and will receive the non-employee director compensation as described above.




EXECUTIVE OFFICERS
Our executive officers as of March 31, 2008

As of March 31, 2008, our executive officers were:

Name m

James R. Tobin. ., .. ............. Director, President and Chief Executive Officer

Donald S.Baim ................ Executive Vice President and Chief Medical and
Scientific Officer

Brian R. Burns . .. .............. Senior Vice President, Quality

Fredericus A. Colen . ... ......... Executive Vice President, Operations and
Technology, CRM

Paul Donovan. . ................ Senior Vice President, Corporate Communications

James Gilbert . . . . .............. Executive Vice President, Strategy and Business
Development

William Kucheman .. ............ Sentor Vice President and Group President,
Interventional Cardiology

Paul A. LaViolette .. ............ Chief Operating Officer

SamR.Leno .................. Executive Vice President, Finance and Information
Systems and Chief Financial Officer

William F. McConnell, Jr. ......... Senior Vice President, Sales, Marketing and
Administration, CRM

David McFaul.................. Senior Vice President, International

Stephen F Moreci .............. Senior Vice President and Group President,
Endosurgery

Kenneth J. Pucel .. ............. Executive Vice President, Operations

LuciaL Quinn................. Executive Vice President, Human Resources

Additional information about our executive officers

In accordance with SEC rules, biographical information concerning our executive officers and their
ages can be found under the caption “Directors, Executive Officers and Corporate Governance” in our
2007 Annual Report on Form 10-K for the year ended December 31, 2007,
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STOCK OWNERSHIP
Stock ownership of our largest stockholders

Set forth below are stockholders known by us to beneficially own more than 5% of our common stock.
In general, “beneficial ownership” includes those shares a person or entity has the power to vote or
transfer, and stock options that are exercisable currently or within 60 days. Unless otherwise indicated, the
persons and entities named below have sole voting and investment power over the shares listed. The table
below outlines, as of February 29, 2008, the beneficial ownership of these individuals and entitics. As of
February 29, 2008, there were 1,494,867,717 shares of our common stock outstanding.

Number of
Shares Percent of
Beneficially Shares
Name and Address Owned Qutstanding
Brandes Investment Partners, LP .. ....... ... .. ... .. ool 75,927,882(1) 51%
11988 El Camino Real, Suite 500
San Diego, CA 92130
Dodge + COX ..o vv et e 79,198,502(1) 5.3%
555 California Street
40t Floor

San Francisco, CA 94104

(1) As reported to the SEC on Schedule 13G.
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Stock ownership of our directors and executive officers

The following table shows, as of February 29, 2008, the amount of our common stock beneficially
owned by:

(1) our directors and director nominees;
(2) our executive officers named in the Summary Compensation Table above; and
(3) all of our directors and executive officers as a group.

“Beneficial ownership” includes those shares the reporting person has the power to vote or transfer,
and stock options that are exercisable currently or within 60 days. Unless otherwise indicated, the persons
named below have sole voting and investment power over the shares listed.

Number of Shares Percent of
Name Beneficially Owned  Shares Outstanding
John E. Abele(1) ... ... 58,609,458 3.9%
Ursula M. Burns(2) . ... ... e 44,853 *
Nancy-Ann DeParle(3) . .............. ... . ... ... .. ... 62,020 *
J.Raymond Elliott{4) . . ...... ... ... .. . 9,160 *
Joel L. Fleishman(5). .. ......... ... ... ... ... . oo .. 159,920 *
Marye Amne Fox(6) ........... ... ... ... . .o L. 46,667 *
Ray J. Groves(7) ... .. . i e 68,520 *
Kristina M. Johnson(8) .. ... ... ... ... ... .. . ... 67,247 *
Ernest Mario(9) . . ... ... 117,386 *
N.JL Nicholas, Jr.{10) ....... ... ... .. .. .. 2,652,041 *
Pete M. Nicholas(11l) ....................... e 70,333,927 4.7%
John E. Pepper(12) .. ... .. . .. . . e 60,845 *
Uwe E. Reinhardt(13} ... ........ .. .. iy 51,353 *
Warren B. Rudman{14). . .. ... ... ... ... ... ... ... ... .... 58,353 *
James R. Tobin{15) . ..... ... ... ... ... . 3,534,933 *
SamR.Leno ... ... .. . . e 5,500 *
Lawrence C. Best(16) . . . ... ... ... ... . .. . i ., 2,134,584 *
Fredericus A. Colen(17) . ... ... . ... .. ... ... . ... 348,674 *
Paul A. LaViolette(18) .. ........ ... ... ... i, 1,045,089 *
James Gilbert(19) . . . ... ... ... e 260,029 *
All directors and executive officers as a group (31 persons)(20). . . 142,435,633 9.5%

* Reflects beneficial ownership of Jess than one percent (1%) of our outstanding common stock.

(1) Mr. Abele’s beneficial ownership includes 3,540,500 shares of stock held by a charitable trust of which Mr. Abele shares voting
and investment control, 12,020 shares of restricted stock, subject to certain forfeiture provisions, granted pursuant to our 2003
Long-Term Incentive Plan, as to which Mr. Abele has sole voting but not investment power, 361,438 shares of common stock
held by a trust of which Mr. Abele shares voting and investment control and 2,000 shares of common stock subject to
exercisable options granted pursuant to our 2003 Long-Term Incentive Plan. It also includes 400,000 shares held by
Mary S. Abele, Mr. Abele’s spouse, with respect to which Mr. Abele disclaims beneficial ownership. Mr. Abele maintains credit
line accounts and margin securities accounts at brokerage firms, and the positions held in such accounts, which may from time
to time include shares of our common stock, are pledged as collateral security for the repayment of debit balances in the
accounts, if any. As of December 31, 2007, Mr. Abele held an aggregate of 51,384,488 shares of our common stock in those
accounts.
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Ms. Burns' beneficial ownership includes 11,333 shares of common stock subject to exercisable options granted pursuant to our
2000 and 2003 Long-Term Incentive Plans and 20,020 shares of restricted stock granted pursuant to our 2000 and 2003
Long-Term Incentive Plans and deferred pursuant to our Deferred Compensation Plan offered to non-cmployee directors. It
excludes 13,475 common stock equivalents which Ms. Burns has deferred pursuant to our Deferred Compensation Plan, which
will be payable in cash upon her retirement from the Board.

Ms, DeParle’s beneficial ownership includes 50,000 shares of common stock subject to exercisable options granted pursuant to
legacy Guidant stock option plans assumed by Boston Scientific, 4,782 shares of restricted stock, subject to certain tax
withholding and forfeiture provisions, granted pursuant to our 2003 Leng-Ferm Incentive Plan, as to which Ms. DeParle has
sole voting but not investment power, and 7,238 shares of restricted stock granted pursuant to our 2003 Long-Term Incentive
Plan and deferred pursuant to our Deferred Compensation Plan offered to non-employee directors.

Mr. Elliott’s beneficial ownership includes 9,160 shares of restricted stock granted pursuant to our 2003 Long-Term Incentive
Plan and deferred pursuant to our Deferred Compensation Plan offered to non-employee directors. It excludes 1,240 common
stock equivalents which Mr, Elliott has deferred under our Deferred Compensation Plan, which will be payable in cash upon
his retirement from the Board.

Mr. Fleishman’s beneficial ownership includes 39,333 shares of comman stock subject to exercisable options granted pursuant
to our 1992 Non-Employee Directors’ Stock Option and 2000 and 2003 Long-Term Incentive Plans, and 12,020 shares of
restricted stock, subject to certain tax withholding and forfeitare provisions, granted pursuant to our 2000 and 2003 Long-Term
Incentive Plans, as to which Mr. Fleishman has sole voting but not investment power and 4,000 shares of restricted stock
granted pursuant to our 2000 LongTerm Incentive Plan and deferred pursuant to our Deferred Compensation Plan offered to
non-employee directors, It excludes 18,250 shares held by a charitable foundation of which Mr. Fleishman is the president and
as to which Mr. Fleishman disclaims beneficial ownership. Mr. Fleishman maintains margin securities accounts at brokerage
firms, and the positions held in such margin accounts, which may from time to time include shares of our common stock, are
pledged as collateral security for the repayment of debit balances in the accounts, if any. As of December 31, 2007,
Mr. Fleishman held 116,587 shares of our common stock in such accounts.

Dr. Fox’s beneficial ownership includes 15,333 shares of common stock subject to exercisable options granted pursuant to our
1992 Non-Employee Directors’ Stock Option and 2000 and 2003 Long-Term Incentive Plans, 704 shares owned by Dr. Fox’s
spouse as to which she disclaims beneficial ownership and 24,020 shares of restricted stock granted pursuant to our 2000 and
2003 Long-Term Incentive Plans and deferred pursuant to our Deferred Compensation Plan offered to non-employee directors.
It excludes 10,561 common stock equivalents which Dr. Fox has deferred under our Deferred Compensation Plan, which will
be payable in cash upon her retirement from the Board.

Mr. Groves’ beneficial ownership includes 31,333 shares of common stock subject to exercisable options granted pursuant to
our 1992 Non-Employee Directors’ Stock Option and 2000 and 2003 Long-Term Incentive Plans and 28,020 shares of restricted
stock, granted pursuant to our 2000 and 2003 Long-Term Incentive Plans and deferred pursuant to our Deferred Compensation
Plan offered to non-employee directors. It excludes 27,297 commeon stock equivalents which Mr. Groves has deferred under
our Deferred Compensation Plan, which will be payable in cash upon his retirement from the Board.

Dr. Johnson’s beneficial ownership includes 55,227 shares of common stock subject to exercisable options granted pursuant to
legacy Guidant stock option plans assumed by Boston Scientific and 12,020 shares of restricted stock granted pursuant to our
2003 Long-Term Incentive Plan and deferred pursuant to our Deferred Compensation Plan offered to non-employee directors.
Tt excludes 636 common stock equivalents which Dr. Johnson has deferred under our Deferred Compensation Plan, which will
be payable in cash upon her retirement from the Board.

Dr. Mario’s beneficial ownership includes 4,666 shares of common stock subject to exercisable options granted pursuant 1o our
2000 and 2003 Long Term Incentive Plans, 20,000 shares held by a self-directed IRA and 28,020 shares of restricted stock
granted pursuant to our 2000 and 2003 Long-Term Incentive Plans and deferred pursuant to our Deferred Compensation Plan
offered to non-employee directors. It excludes 17,593 common stock equivalents which Dr. Mario has deferred under our
Deferred Compensation Plan, which will be payable in cash upon his retirement from the Board.

N.J. Nicholas, Jr.’s beneficial ownership includes 24,667 shares of common stock subject to exercisable options granted
pursuant to our 1992 Non-Employee Directors’ Stock Option and 2000 and 2003 Long-Term Incentive Plans, 51,266 shares of
stock held by N. J. Nicholas, Jr., as sole trustee of a revocable trust and 2,413,088 shares of stock held by Ruth V. Lilly Nicholas
and N. J. Nicholas, Jr., as trustees of an irrevocable trust for the benefit of Pete M. Nicholas’ children and spouse as to which
N. J. Nicholas, Ir. disclaims beneficial ownership, 100,000 shares held in an IRA, 35,000 shares held in a charitable trust of
which N.J. Nicholas, Jr. is a trustee and to which he disclaims beneficial ownership and 28,020 shares of restricted stock granted
pursuant to our 2000 and 2003 Long-Term Incentive Plans and deferred pursuant to our Deferred Compensation Plan offered
to non-cmployee directors. Tt excludes an aggregate of 152,000 shares held by Pete M. Nicholas, Liewellyn Nicholas and
Anastasios Parafestas, as Trustees of five irrevocable trusts for the benefit of N. J. Nicholas, Jr’s children as to which
N. 1. Nicholas, Jr. disclaims beneficial ownership and 30,353 common stock equivalents which N. I. Nicholas, Jr. has deferred
pursuant to our Deferred Compensation Plan, which will be payable in cash upon his retirement from the Board.
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Pete M. Nicholas’ beneficial ownership includes 54,635,185 shares of common stock held by Promerica, L.P, a family limited
partnership of which Pete M. Nicholas is generai partner and as to which he is deemed to have beneficial ownership, 3,350,086
shares held jointly by Pete M. Nicholas and his spouse, with whom he shares voting and investment power, 17,411 shares of
restricted stock, subject to certain forfeiture provisions, granted pursuant to our 2003 Long-Term Incentive Plan, as to which
Pete M. Nicholas has sole voting but not investment power, and 1,247,500 shares of common stock subject to exercisable
options granted pursuant to our 1995, 2000 and 2003 Long-Term Incentive Plans. It also includes an aggregate of 152,000 shares
held by Pete M. Nicholas, Llewellyn Nicholas and Anastasios Parafestas, as trustees of five irrevocable trusts for the benefit of
N.J. Nicholas, Jr.’s children as to which Pete M. Nicholas disclaims beneficial ownership. It excludes 2,413,088 shares of stock
held by Ruth V. Lilly Nicholas and N. J. Nicholas, Ir., as Trustees of an irrevocable trust for the benefit of Pete M. Nicholas’
children and spouse, as to which Pete M. Nicholas disclaims beneficial ownership. Pete M. Nicholas and Promerica, L.P.
maintain margin securities accounts at brokerage firms, and the positions held in such margin accounts, which may from time
to time include shares of our common stock, are pledged as collateral security for the repayment of debit balances in the
accounts, if any. As of December 31, 2007, Pete M. Nicholas and Promerica, L.P. held 12,591,772 shares and 54,635,185 shares,
respectively, of our common stock in such accounts,

Mr. Pepper’s beneficial ownership includes 7,333 shares of common stock subject to exercisable options granted pursuant to
our 2000 and 2003 Long-Term Incentive Plans, 43,400 shares owned by a grantor retained annuity trust as to which he disclaims
beneficial ownership and 12,020 shares of restricted stock granted pursuant to our 2003 Long-Term Incentive Plan and deferred
pursuant to our Deferred Compensation Plan offered to non-employee directors. It excludes 6,112 common stock equivalents
which Mr. Pepper has deferred under our Deferred Compensation Plan, which will be payable in cash upon his retirement
from the Board.

Dr. Reinhardt’s beneficial ownership includes 11,333 shares of common stock subject to exercisable options granted pursuant
to our 2000 and 2003 Long-Term Incentive Plans and 12,020 shares of restricted stock, subject to certain forfeiture provisions,
granted pursuant to our 2000 and 2003 Long-Term Incentive Plans, as to which Dr. Reinhardt has sole voting but not
investment power. It also includes 5,000 shares of stock held by Dr. Reinhardt's spouse, as to which he disclaims beneficial
ownership.

Senator Rudman’s beneficial ownership includes 23,333 shares of common stock subject to exercisable options granted
pursuant to our 1992 Non-Employee Directors’ Stack Option and 2000 and 2003 Long-Term Incentive Plans, 1,000 shares of
stock owned by Senator Rudman'’s spouse as to which he disclaims beneficial ownership and 28,020 shares of restricted stock
granted pursuant to our 2000 and 2003 Long Term Incentive Plans and deferred pursuant to our Deferred Compensation Plan
offered to non-employee directors. It excludes 27,705 common stock equivalents which Senator Rudman has deferred under
our Deferred Compensation Plan, which will be payable in cash upon his retirement from the Board.

Mr. Tobin’s beneficial ownership includes 3,318,750 shares of common stock subject to exercisable options granted pursuant to
our 1993, 2000 and 2003 Long-Term Incentive Pians and 16,183 shares held in Mr. Tobin's 401{k) account.

Mr. Best's beneficial ownership includes 1,814,800 shares of common stack subject to exercisable options granted pursuant to
our 1995, 2000 and 2003 Long-Term Investment Plans and 10,395 shares held in Mr. Best’s 401(k} account.

Mr. Colen’s beneficial ownership includes 340,674 shares of common stock subject to exercisable options granted pursuant to
our 1995, 2000 and 2003 Long-Term Incentive Plans.

Mr, LaViolette’s beneficial ownership includes 980,000 shares of common stock subject to exercisable options granted pursuant
to our 1995, 2000 and 2003 Long-Term Incentive Plans and 15,666 shares held in Mr. LaViolette’s 401(k) account.

Mr. Gilbert's beneficial ownership includes 237,630 shares of common stock subject to exercisable options granted pursuant to
our 2003 Long-Term Incentive Plan.

Please refer to footnotes 1 through 19 above. This total includes an aggregate of 10,664,654 shares of common stock subject to
excrcisable options granted pursuant to our 1992 Non-Employee Directors’ Stock Option and our 1995, 2000 and 2003
Long-Term Incentive Plans,

69




AUDIT COMMITTEE REPORT

The Audit Committee oversees the Company’s financial reporting process on behalf of the Board of
Directors and has other responsibilities set forth in the Audit Committee charter, which can be found on
the Company’s website at-www.bostonscientific.com. Management has the primary responsibility for the
Company’s financial statements and reporting process, including the systems of internal controls. In
fulfilling its oversight responsibilities, the Audit Committee reviewed with management the audited
financial statements included in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2007, including a discussion of the quality, not just the acceptability, of the Company’s
accounting principles, the reasonableness of significant judgments, and the clarity of disclosures in the
financial statements.

The Audit Committee reviewed with the independent auditors, who are responsibie for expressing an
opinion on the conformity of those audited financial statements with generally accepted accounting
principles, their judgments as to the quality, not just the acceptability, of the Company’s accounting
principles and such other matters as are required to be discussed by the independent auditors with the
Audit Committee under generally accepted auditing standards (including Statement on Auditing Standards
No. 61). In addition, the Audit Committee has discussed with the independent auditors the auditors’
independence from management and the Company, including the matters in the written disclosures
required by the Independence Standards Board (including Independence Standards Board Standard
No. 1) and considered the compatibility of non-audit services with the auditors’ independence.

The Audit Committee discussed with the Company’s internal auditors and independent auditors the
overall scope and plans for their respective audits. The Audit Committee meets at least quarterly with the
internal auditors and independent auditors, with and without management present, to discuss the results of
their examinations, their evaluations of the Company’s internal controls, and the overall quality of the
Company’s financial reporting.

Based on the reviews and discussions referred to above, the Audit Committee recommended to the
Board of Directors that the audited financial statements be included in the Annual Report on Form 10-K
for the year ended December 31, 2007 which has been filed with the Securities and Exchange Commission.
The Audit Committee has also approved the selection of Ernst & Young LLP as the Company’s
independent auditors for fiscal year 2008.

This Audit Committee Report does not constitute soliciting material and should not be deemed filed or
incorporated by reference into any other Company filing with the SEC, except to the extent that the Company
specifically incorporates this Report by reference into another Company filing.

THE AUDIT COMMITTEE

JoEL L. FLEISHMAN, Chairman ERNEST MARIO
J. RaYMOND ELLIOTT UWwE E. REINHARDT
MARYE ANNE FOX

70




Proposal 2: Appraval of an Amendment and Restatement of our 2003 Long-Term Incentive Plan.

On February 26, 2008, upon the recommendation of the Executive Compensation and Human
Resources Committee of our Board of Directors (the “Compensation Committee™), our Board of
Directors adopted, subject to stockholder approval, an amendment and restatement of our 2003
Long-Term Incentive Plan (the “2003 LTIP” or the “Plan”). The amendment and restatement, if approved,
would (i) increase the maximum number of shares available for issuance under the 2003 LTIP from
50,000,000 shares of our common stock to 120,000,000 shares of our common stock, (ii) limit the number
of restricted stock and deferred stock units available for grant under the Plan to 40,000,000 shares, and
(ii) clarify certain other administrative and tax related provisions contained in our Plan. This proposed
amendment and restatement will be effective as of June 1, 2008 if approved by our stockholders at this
Annuai Meeting. The full text of the amended and restated Plan is attached as Appendix A, with deletions
indicated by strikethroughs and additions indicated by underlining. Capitalized terms not defined in this
Proposal 2 have the meanings assigned to them in the 2003 LTIP.

QOur stockholders are also being asked to approve the amendment and restatement in order to satisfy
ruies and regulations of the New York Stock Exchange relating to equity compensation, to qualify
compensation under the 2003 LTIP as “performance-based” for purposes of Section 162(m) of the Internal
Revenue Code of 1986, as amended (the “Code”), and to qualify options for treatment as incentive stock
options for purposes of Section 422 of the Code in the event the Compensation Committee decides to
grant incentive stock options in the future.

‘This amendment and restatement, if approved, will allow us to continue to incent our key employees
with long-term compensation awards, such as stock options, deferred stock units and restricted stock.
Equity incentives form an integral part of the compensation paid to many of our employees, particularly
those in positions of key importance. The approval of this amendment and restatement of the 2003 LTIP is
critical to our ability to continue to attract, retain, engage and focus highly motivated and qualified
employees, particularly in the competitive labor market that exists today in our industry.

The affirmative vote of the holders of a majority of the shares of common stock represented and
voting at the meeting is required to approve the amendment to and restatement of the 2003 LTIP,

Summary of the Boston Scientific Corporation 2003 Long-Term Incentive Plan

The following is a summary of the principal features of the 2003 LTIP as proposed to be amended and
restated.

History

The 2003 LTIP was initially approved by our Board of Directors on February 25, 2003 and adopted by
our stockholders on May 6, 2003. The 2003 LTIP was subsequently amended by the Board of Directors on
May 9, 2005 to provide for certain administrative changes and clarifications.

General

The 2003 LTIP provides for the grant of restricted or unrestricted common stock, deferred stock units,
options to acquire our Stock, share appreciation rights, performance awards and other stock and non-stock
awards (collectively, “Awards”) under the direction of the Compensation Committee. The Compensation
Committee consists solely of non-employee directors.

Currently, an aggregate of 50,000,000 shares of our common stock, $.01 par value per share, has been
reserved for issuance under the 2003 LTIP (subject only to adjustment in the event of stock splits and other
similar events). As of February 15, 2008, 6,855,768 authorized shares of Stock remain available for issuance
under the 2003 LTIP. We also have a 2000 Long-Term Incentive Plan. As of February 15, 2008, 2,144,088
authorized shares of Stock remained available for issuance under the 2000 Long-Term Incentive Plan. The
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closing sale price of our common stock on March 17, 2008, as reported by the New York Stock Exchange,
was $12.20 per share.

If approved, effective June 1, 2008, the total number of shares of our common stock that may be
issued as Awards under the 2003 LTIP will be increased by 70,000,000 shares to a total of 120,000,000
shares, and no more than 40,000,000 shares may be awarded after June 1, 2008 in the form of awards not
requiring exercise. We may issue authorized and unissued common stock or shares available in treasury
under the 2003 LTIP. The fair market value of a share of our common stock, for purposes of the Plan, will
be the closing sale price as reported on the New York Stock Exchange on the date in question or, if not a
trading day, on the next trading date. )

The number of shares covered by an Award will reduce the number of shares available for future
Awards under the 2003 LTIP, If an Award expires, terminates, or is forfeited or cancelled without having
been exercised in full, or in the case of an Award not requiring exercise, is forfeited or cancelled, in whole
or in part, those shares will be added back to the remaining available shares under the 2003 LTIP. Shares
withheld or delivered to satisfy payment of the exercise price or any tax withholding obligation are not
available for issuance as new Awards.

Administration

The 2003 LTIP is administered by the Compensation Committee, which consists of five non-employee
directors: currently, Ursula M. Burns, Nancy-Ann DeParle, Ray J. Groves, Kristina M. Johnson and
Senator Warren B. Rudman. Subject to the terms of the 2003 LTIP, the Compensation Committee has full
authority to administer the 2003 LTIP in all respects, including: (i) selecting the individuals who are to
receive Awards under the 2003 LTIP; (ii) determining the specific form of any Award; (iii) setting the
specific terms and conditions of each Award; and (iv) creating subplans for non-U.S. participants. Our
senior legal and human resources representatives are also authorized to take ministerial actions as
necessary to implement the 2003 LTIP and Awards issued under the 2003 LTIP.

Eligibility
Employees, directors and other individuals who provide services to us, our affiliates and subsidiaries

who, in the opinion of the Compensation Committee, are in a position to make a significant contribution
to our success, our affitiates and subsidiaries are eligible for Awards under the 2003 LTIF.

Amount of Awards.

The value of shares or other Awards to be granted to any recipient under the amended and restated
2003 LTIP are established by the Compensation Committec and are not presently determinable. However,
the 2003 LTIP restricts the number of shares and the value of Awards not based on shares which may be
granted to any individual during a calendar year or performance period. In particular, the 2003 LTIP limits
to 2,000,000 the number of shares for which options, stock appreciation rights or other stock Awards may
be granted to an individual in a calendar year and limits to $2,500,000 the value of non-stock-based Awards
that may be paid to an individual with respect to a performance period (however, the maximum that may
be paid for performance periods of shorter or longer than a fiscal year shall be adjusted). These
restrictions were adopted by the Board of Directors primarily as-a means of complying with Section 162(m)
of the Code, which deals with the deductibility of compensation for any of the chief executive officer and
the four other most highly-paid executive officers, and are not indicative of historical or contemplated
Awards made or to be made to any individual under the 2003 LTIFE

Iypes of Awards

As described in our Compensation Discussion & Analysis beginning on page 22, during 2007, our
equity incentive awards were made primarily in the form of deferred stock units. In 2008, we made the
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majority of our annual grants to executives in the form of stock options in order to promote an alignment
of interests with shareholders, and if this amendment and restatement to our 2003 LTIP is approved, we
expect to continue this practice. The 2003 LTIP, however, provides for a variety of equity incentives to
preserve flexibility. The types of awards that may be granted under the 2003 LTIP are described below.

Stock Options. The 2003 LTIP authorizes the grant of options to purchase shares of common stock,
including options to employees intended to qualify as incentive stock options within the meaning of
Section 422 of the Code, as well as non-statutory options. The term of each option will not exceed ten years
and each non-qualified stock option will be exercisable at a price per share not less than 100% of the fair
market value of a share of common stock on the date of grant, and each incentive stock option will be
exercisable at a price per share not less than 110% of the fair market value of a share of common stock on
the date of grant. Optionees will pay the exercise price of an option in cash, shares of our common stock,
through a broker-assisted cashless exercise (except for our affiliates), or as otherwise permitted by the
Compensation Committee. Stock options granted under the 2003 LTIP are generally not transferable
except upon a Participant’s death, however non-qualified stock options may be transferred without
consideration during a Participant’s lifetime to certain Family Members. At the time of grant or thereafter,
the Compensation Committee may determine the conditions under which stock options vest and remain
exercisable. The exercise price for any stock option or other Award requiring exercise granted under the
2003 LTIP may not be decreased after the grant nor can any previously granted Stock-based Award
requiring exercise be replaced or regranted without shareholder approval.

In general, unless otherwise determined by the Compensation Committee, a stock option expires
upon the earlier of (i) its stated expiration date or (ii) twelve months following termination of service
(unless termination is due to death, disability, Retirement or Cause), or such other period specified in the
grant agreement. Generally, in the event of death, disability or Retirement, unvested stock options
automatically accelerate and remain exercisable for the stated term of the stock option. In the event of
termination for Cause, all vested and unvested stock options are immediately cancelled. In the event of a
Change in Control of the Company, stock options become immediately exercisable and may be converted
into stock options for securities of the surviving party as determined by the Compensation Commitree.

Stock Appreciation Rights. The Compensation Committee may grant stock appreciation rights which
pay, in cash or common stock, an amount generally equal to the difference between the fair market value
of the common stock at the time of exercise of the right and at the time of grant of the right. We have not
granted stock appreciation rights under the 2003 LTIP.

Restricted and Unrestricted Stock. The 2003 LTIP provides for awards of nontransferable shares of
restricted common stock, as well as unrestricted shares of common stock. Awards of restricted stock and
unrestricted stock may be made in exchange for past services or other lawful consideration. Generatlly,
awards of restricted stock are subject to the requirement that the shares be forfeited or resold to us unless
specified conditions are met. Subject io these restrictions, conditions and forfeiture provisions, any
recipient of an award of restricted stock will have all the rights of a stockholder of Boston Scientific,
including the right to vote the shares and to receive dividends. Generally, in the event of a Participant’s
death, disability or Retirement or in the event of a Change in Control, unvested restricted stock will
become free of restriction. Other awards under the 2003 LTIP may also be settled with restricted stock. We
make annual grants to our non-employee directors upon each director’s re-election to serve another term
of office. The restrictions expire at the end of the director’s current term of office. Beginning in May 2009,
each of our directors will serve one year terms.

Deferred Stock Units.  The 2003 LTIP also provides for awards of deferred stock units (“DSUSs”).
DSUs are a promise to deliver stock or other securities in the future pursuant to terms that the
Compensation Committee may specify. Awards of DSUs are generally subject to certain vesting and
forfeiture conditions. Upon satisfaction of vesting and other conditions of the award, shares of common
stock are issued to each participant. Generally, in the event of a Participant’s death, disability or
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Retirement or in the event of a Change in Control, unvested DSUs will vest and shares of common stock
will be issued to each Participant. During the period prior to which the vesting and other conditions are
satisfied, recipients of a DSU award do not have the right to vote the shares or to receive dividends.

Other Awards. In addition, the Compensation Committee may grant Awards of shares of common
stock at a purchase price less than fair market value at the date of issuance, including zero. A recipient’s
right to retain these shares may be subject to conditions established by the Compensation Committee, if
any, such as the performance of services for a specified period or the achievement of individual or
corporate performance targets. The Compensation Committee may also issue shares of common stock or
authorize cash or other payments under the 2003 LTIP in recognition of the achievemnent of certain
performance objectives or in connection with annual bonus arrangements. Annual cash performance
awards under our Performance Incentive Plan are paid to our employees under the 2003 LTIP.

Performance Criteria. The Compensation Committee may condition the exercisability, vesting or full
enjoyment of an Award on specified Performance Criteria. For purposes of Performance Awards that are
intended to qualify for the performance-based compensation exception under Code Section 162(m),
Performance Criteria means an objectively determinable measure of performance relating to any of the
following as specified by the Compensation Committee (determined either on a consolidated basis or, as
the context permits, on a divisional, subsidiary, line of business, project or geographical basis or in
combinations thereof): (i) sales; revenues; assets; liabilities, costs; expenses; earnings before or after
deduction for all or any portion of interest, taxes, depreciation, amortization or other items, whether or not
on a continuing operations or an aggregate or per share basis; return on equity, investment, capital or
assets; one or more operating ratios; borrowing levels, leverage ratios or credit ratings; market share;
capital expenditures; cash flow; working capital requirements; stock price; stockholder return; sales,
contribution or gross margin, of particular products or services; particular operating or financial ratios;
customer acquisition, expansion and retention; or any combination of the foregoing; or (ii) acquisitions
and divestitures (in whole or in part); joint ventures and strategic alliances; spin-offs, split-ups and the like;
reorganizations; recapitalizations, restructurings, financings (issuance of debt or equity) and refinancings;
transactions that would constitute a change of control; or any combination of the foregoing. Performance
Criteria targets determined by the Compensation Committee need not be based upon an increase in any
particular measure, a positive or improved result or avoidance of loss.

Duration, Amendment and Termination. Our Board of Directors may amend or terminate the 2003
LTIP at any time, except that any amendment or termination shall not affect any Award previously
granted, The Compensation Committee may amend any outstanding Award for any purpose permitted by
law. Neither the Compensation Committee nor the Board may, however, increase the maximum number of
shares of common stock issuable under the 2003 LTIP or reprice an option granted under the 2003 LTIP
without stockholder approval. The 2003 LTIP will terminate on February 25, 2013 (unless sooner
terminated by our Board of Directors), and no further Awards may be granted following that date.

Federal Income Tax Consequences under the 2003 LTIP.

The following discussion is intended to be a summary and is not a comprehensive description of the
federal tax laws, regulations and policies affecting us and recipients of Awards that may be granted under
the 2003 LTIP. Descriptions of the provisions of any law, regulation or policy are qualified in their entirety
by reference to the particular law, regulation or policy. Any change in applicable law or regulation or in the
policies of various taxing authorities may have a significant effect on this summary. The Plan is not a
qualified plan under Section 401(a) of the Code.

Stock Options. Under the applicable Code provisions, an employee will generally recognize no
income subject to federal income taxation upon either the grant or exercise of incentive stock options,
although some optionees may be subject 1o an alternative minimum tax on the difference between the fair
market value at the date of exercise and the exercise price of the stock option. We will not be entitled to a
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deduction for federal income tax purposes as a result of the grant or exercise of the option. Generally, if an
optionee disposes of shares of common stock issued upon exercise of an incentive stock option more than
two years from the date the option was granted and more than one year after the exercise of the option,
any gain on the disposition of the option shares equal to the difference between the sales price and the
option exercise price will be treated as a long-term capital gain. In that case, we would not be entitled to a
deduction at the time the optionee sells the option shares. We have not granted incentive stock options
under the 2003 LTIP.

No taxable income will be recognized by an optionee upon the grant of a non-statutory stock option
under the 2003 LTIP and we will not be allowed a deduction at that time. Upon the exercise of the option,
however, the amount, if any, by which the fair market value of the shares on the date of exercise exceeds
the option price will be treated as ordinary income to the optionee in the year of exercise. Subject to
compliance with applicable tax reporting requirements, we will be allowed an income tax deduction in the
year of exercise of the option in an amount equal to the amount the optionee recognizes as ordinary
income. Capital gains taxes may be payable by the optionee on the subsequent sale of the option shares.

Restricted Stock and Deferred Stock Unit Awards. The grant of Restricted Stock and DSU Awards
under the 2003 LTIP will not result in federal income tax consequences to either us or the Award recipient.
Once the Award is vested and the shares subject to the Award are issued, the Award recipient will
generally be required to include in ordinary income, for the taxable year in which the vesting date occurs,
an amount equal to the fair market value of the shares on the vesting date. We will generally be allowed to
claim a deduction, for compensation expense, in a like amount. If dividends are paid on unvested shares
held under the Plan, those dividend amounts will also be included in the ordinary income of the recipient.
We will generally be allowed to claim a deduction for compensation expense for this amount as well. In
certain cases, a recipient of a Restricted Stock Award may elect to include the value of the shares subject to
a Restricted Stock Award in the recipient’s income for federal income tax purposes when the award is
made instead of when it vests. In that case, we will generally be allowed to claim a deduction, for
compensation expense, in a like amount.

Deduction Limits and Section 162(m) Awards. Section 162(m) of the Code places an annual limit of
$1 million each on the tax deduction which we may claim in any fiscal year for the compensation of our
chief executive officer and our other NEQs. There is an exception to this limit for “qualified performance-
based compensation.”” We have designed the 2003 LTIP with the intention that the stock options and
certain other cash and stock-based awards that we grant will constitute qualified performance-based
compensation. Awards of stock options and SARs granted under this 2003 LTIP will automatically qualify
for the “performance-based compensation” exception under the Code pursuant to their expected terms. In
addition, awards of restricted stock, DSUs or other non-stock based Awards made under the 2003 LTIP
may qualify under Section 162(m) if they are granted in accordance with the conditions set forth in
Section 162(m) of the Code. As a result, we do not believe that the $1 million limit will impair our ability to
claim federal income tax deductions for compensation attributable to future performance-based awards
granted under the 2003 LTIP

Section 4094. Certain awards under the 2003 LTIP may be subject to the requirements applicabie to
nonqualified deferred compensation under Section 409A of the Code. Although we intend Awards to
satisfy those requirements, if they do not, participants may be subject to additional income taxes and
interest under Section 409A.

Tax Treatment of Awards to Non-Employee Directors and to Employees outside of the United States. The
grant and exercise of options and Awards under this 2003 LTIP to non-employee directors and to
employees outside of the United States may be taxed on a different basis.
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Plan Benefits

It is not presently possible to determine the dollar value of Award payments that may be made or the
number of options, shares of restricted stock or DSUs or other Awards that may be granted under the
amended and restated 2003 LTIP, if approved, in the future or the individuals who may be selected for such
Awards because Awards under the 2003 LTIP are made at the discretion of the Compensation Committee.
However, with respect to fiscal year 2007, stock option and DSU Awards were granted under the 2003
LTIP to our NEOs, as set forth in the Grant of Plan Based Awards table found on page 46. In addition,
1,500,000 stock options and 709,301 DSUs were awarded to all executive officers as a group during fiscal
year 2007. Non-employee directors received a total of 103,254 shares of restricted stock during fiscal year
2007 as set forth in the Director Compensation table on page 62 of this proxy statement. Grants to
employees other than executive officers of 469,000 stock options and 9,766,568 DSUs were awarded under
the 2003 LTIP during fiscal year 2007.

The Board of Directors of Boston Scientific has reviewed and unanimously approved the amendment
and restatement to the 2003 LTIP, and recommends that stockholders approve the amendment and
restatement.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” PROPOSAL 2.

PROXIES SOLICITED BY THE BOARD OF DIRECTORS
WILL BE SO VOTED UNLESS YOU OTHERWISE SPECIFY IN YOUR PROXY.
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Praoposal 3: Ratification of Appointment of Independent Auditors.

The Audit Committee of the Board of Directors has appointed Emst & Young LLP as our
independent auditors for its fiscal year ending December 31, 2008. The Audit Committee is directly
responsible for the appointment, retention, compensation and oversight of the work of our independent
auditors (including resolution of disagreements between management and the independent auditors
regarding financial reporting) for the purpose of preparing or issuing an audit report or related work. In
making its determination regarding whether to appoint or retain a particular firm of independent auditors,
the Audit Committee takes into account the views of management and our internal auditors, and will take
into account the vote of our stockholders with respect to the ratification of the selection of our
independent auditors.

During 2007, Ernst & Young LLP served as our independent auditors and also provided certain tax
and other audit-related services. Representatives of Ernst & Young LLP are expected to attend the Annuat
Meeting and respond to appropriate questions and, if they desire, make a statement.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE
RATIFICATION OF THE APPOINTMENT OF ERNST & YOUNG LLP AS OUR
INDEPENDENT AUDITORS FOR THE 2008 FISCAL YEAR.

Fees billed during 2006 and 2047 by Ernst & Young LLP for services provided

Type of Fees 2006 2007

Audit Fees(1) . ... o i e e $7.662,000 $ 8,513,300
Audit-Related Fees(2) .. ... ... i $ 457,000 $ 565,000
Tax Fees(3) ..o o e e $1,753,000 § 1,400,000
AllOther Fees(4) . .. ..o i i e e e $ 6000 3% 6,000
Total .. e e e $9.878,000 $10,484,300

() Audit fees are fees on an accrual basis for professional services rendered in connection with our annual audit, internal
control reporting, statutory filings and registration statements.

(2) Audit-related fees are fees for services related to assistance with internal control reporting, acquisition due diligence,
employee benefit plan audits, accounting consultation and compliance with regulatory requirements.

{3) Tax fees are fees for tax services related to tax compliance, tax planning and tax advice.

(4) Al other fees are fees for an online accounting research tool.

Audit Committee’s pre-approval policy

It is the Audit Committee’s policy to approve in advance the types and amounts of audit, audit-
related, tax and any other services to be provided by our independent auditors. In situations where it is not
possible to obtain full Audit Committee approval, the Audit Committee has delegated authority to the
Chairman of the Audit Committee to grant pre-approval of auditing, audit-related, tax and all other
services. Any pre-approved decisions by the Chairman are required to be reviewed with the Audit
Committec at its next scheduled meeting. The Audit Committee has approved all of Ernst & Young LLP’s
services for 2006 and 2007 and, in doing so has considered whether the provision of such service is
compatible with maintaining independence.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Under the securities laws of the United States, our directors, executive officers and persons holding
more than 10% of our common stock are required to report their ownership of our common stock and any
changes in that ownership to the SEC. Specific due dates for these reports have been established and we
are required to report any failure to file by these dates during 2007. To the best of our knowledge, all of
these filing requirements were timely satisfied by our directors, executive officers and 10% stockholders
with the exception of the following Form 4 filed late due to our administrative oversight: one late Form 4
on behalf of Ms. Quinn reporting the vesting of an initial tranche of DSUs. In making these statements, we
have relied upon the written representations of our directors, executive officers and 10% stockholders and
copies of their reports that have been filed with the SEC.

STOCKHOLDER PROPOSALS

In accordance with SEC regulations, in order to be considered for inclusion in next year’s Proxy
Statement, stockholder proposals and director recommendations or nominations for the 2009 Annual
Meeting of Stockholders must be received on or before November 29, 2008. Please address your proposals
to our Secretary at Boston Scientific Corporation, One Boston Scientific Place, Natick, Massachusetts
01760-1537. Proposals must satisfy the procedures set forth in Rule 14a-8 under the Securities Exchange
Act of 1934,

HOUSEHOLDING

Applicable rules permit us and brokerage firms to send one notice or Annual Report and Proxy
Statement to multiple stockholders who share the same address under certain circumstances. This practice
is known as “householding.” If you hold your shares through a broker, you may have consented to reducing
the number of copies of materials delivered to your address. In the event that you wish to revoke a
householding consent you previously provided to a broker, you must contact that broker to revoke your
consent. If you are eligible for householding and you currently receive multiple copies of our notice or
Annual Report and Proxy Statement but you wish to receive only one copy of each of these documents for
your household, please contact our transfer agent by mail at BNY Mellon Shareowner Services, Proxy
Processing, P.O. Box 3500, South Hackensack, New Jersey 07606-3500, by telephone at (800) 898-6713, or
by using their website at www.bnymellon.com.

If you wish to receive a separate proxy for the 2008 Annual Meeting or a 2007 Annual Report, you
may find these materials on our website, www.bostonscientific.com, or you may request printed copies free
of charge by contacting Investor Relations, Boston Scientific Corporation, One Boston Scientific Place,
Natick, MA 01760-1537 or by calling (508) 650-8555.

OTHER INFORMATION

Copies of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 are available free of charge through our website
(www.bostonscientific.com) as soon as reasonably practicable after we electronically file the material with or
furnish it to the SEC. Or you can find our filings on the website maintained by the SEC at www.sec.gov. Our
Corporate Governance Guidelines, the charters of the standing committees of the Board, and Code of
Conduct, which applies to all of our directors, employees and officers, including the Chief Executive
Officer and Chief Financial Officer, are also available on our website. Printed copies of these materials are
available free of charge to stockholders who request them in writing from Investor Relations at Boston
Scientific Corporation, One Boston Scientific Place, Natick, MA 01760-1537. Information on our website
or connected to it is not incorporated by reference into this Proxy Statement.
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APPENDIX A

BOSTON SCIENTIFIC CORPORATION
2003 LONG-TERM INCENTIVE PLAN
(As Amended and Restated June 1, 2008)




1. ADMINISTRATION

Subject to the express provisions of the Plan and except to the extent prohibited by applicable law, the
Administrator has the authority to interpret the Plan; determine eligibility for and grant Awards;
determine, modify or waive the terms and conditions of any Award; prescribe forms, rules and procedures
(which it may modify or waive); and otherwise do all things necessary to implement the Plan. Once a
written agreement evidencing an Award hereunder has been provided to a Participant, the Administrator
may not, without the Participant’s consent, alter the terms of the Award so as to affect adversely the
Participant’s rights under the Award, unless the Administrator expressly reserved the right to do so in
writing at the time of such delivery. Notwithstanding any other provision of the Plan or any Award
agreement (except as provided in Section 5.a and 5.b.(1) herein}, the Administrator may not amend, alter,
suspend, discontinue or terminate the Plan or any Award previously granted, in whole or in part, without
the approval of the stockholders of the Company that would (i} increase the total number of shares
available for Awards under the Plan, or (ii) replace or regrant previously granted Stock-based Awards
requiring exercise, or (iii) lower the exercise price of a previously granted Stock-based Award requiring
exercise. In the case of any Award intended to be eligible for the performance-based compensation
exception under Section 162(m), the Administrator shall exercise its discretion consistent with qualifying
the Award for such exception.

Notwithstanding any provision herein to the contrary, the Administrator may modify the terms of the
Plan or may create one or more subplans, in each case on such terms as it deems necessary or appropriate,
to provide for awards to non-U.S. participants; provided, that no such action by the Administrator shall
increase the total number of shares issuable hereunder.

2.  LIMITS ON AWARD UNDER THE PLAN

a. Number of Shares. Subject to the adjustment provisions in Section 5 below, aA maximum of
50-066-000120,000,000 shares of Stock may be delivered in satisfaction of Awards under the Plan, provided
that with respect to any new Award granted on or after June 1, 2008, no more than 40,000,000 shares of
Stock may be available for Awards granted in any form provided for under the Plan other than Stock-based
Awards requiring exercise. If an Award is denominated in shares of Stock, the number of shares covered by
such Award, or to which such Award relates, shall be counted on the date of grant of such Award against
the aggregate number of shares availabie for grant under the Plan. In determining the amount of shares
available for issuance under the Plan, any Awards granted under the Plan that are cancelled, forfeited, or
tapse shall become available again for issuance under the Plan. In determining the amount of shares
available for issuance under the Plan, shares subject to an Award under the Plan may not again be made
available for issuance under the Plan if such shares are (i) shares that were subject to a Stock-based Award
requiring exercise and were not issued upon the net settlement or net exercise of such Stock-based Award,
(i) shares subject to an Award that are withheld by, or otherwise remitted to, the Company (o1 to a broker
in connection with a broker-assisted exercise of a Stock-based Award requiring exercise) to satisfy a
Participant’s exercise price obligation upon exercise, (iii) shares subject to an Award that are withheld by,
or otherwise remitted to the Company to satisfy a Participant’s tax withholding obligation upon the lapse of
resirictions of a Stock-based Award, (iv) previously owned shares of Stock delivered in satisfaction of a
Participant’s exercise price_or_tax withholding obligations in respect of any Award, or (v) shares
repurchased on the open market with the proceeds from the exercise of a Stock-based Award.

b. Type of Shares. Stock delivered by the Company under the Plan may be authorized but unissued
Stock or previously issued Stock acquired by the Company and held in treasury. No fractional shares of
Stock will be delivered under the Plan. Cash may be paid in lieu of any fractional shares in settlement of
Awards under the Plan.

¢. Stock-Based Award Limits. The maximum number of shares of Stock for which Stock Options
may be granted to any person in any calendar year, the maximum number of shares of Stock subject to
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SARs granted to any person in any calendar year and the aggregate maximum number of shares of Stock
subject to other Awards that may be delivered (or the value of which may be paid) to any person in any
calendar year shall each be 2,000,000. Subject to these limitations, each person eligible to participate in the
Plan shall be eligible in any year to receive Awards covering up to the full number of shares of Stock then
available for Awards under the Plan.

d. Other Award Limits. No more than $2,500,000 may be paid to any individual for any fiscal year
with respect to any Cash or Other Performance Award (other than an Award expressed in terms of shares
of Stock or units representing Stock, which shall instead be subject to the limit set forth in Section 2.c.
above). The maximum that may be paid for performance periods of shorter or longer than a fiscal year
shall be correlatively adjusted. In applying the dollar limitation of the preceding sentence: (A) multiple

Cash or Other Performance Awards to the same individual that are determined by reference to
performance periods of one year or less ending with or within the same fiscal year of the Company shall be

subject in the aggregate to one $2 500 000 I:mlt—aﬂd—fBj—mthple—eash-oreﬂteH’erfennmmﬁwardﬁo

3. ELIGIBILITY AND PARTICIPATION

The Administrator will select Participants from among those key Employees, directors and other
individuals or entities providing services to the Company or its Affiliates who, in the opinion of the
Administrator, are in a position to make a significant contribution to the success of the Company and its
Affiliates. Eligibility for ISOs is further limited to those individuals whose employment status would qualify
them for the tax treatment described in Sections 421 and 422 of the Code.

4. RULES APPLICABLE TO AWARDS
a. ALL AWARDS

(1) Terms of Awards. The Administrator shall determine the terms of all Awards subject to the
limitations provided herein.

(2) Performance Criteria. Where rights under an Award depend in whole or in part on

satisfaction of Performance Criteria, actions by the Company that have an effect, however material, on
such Performance Criteria or on the likelihood that they will be satisfied will not be deemed an
amendment or alteration of the Award.

ewtership-of-the-Stock-based ard-backtathe-Comg .H}ﬁansferablhtyOwaards Awards
may be transferred only as follows (1) ISOs may not be transferred other than by will or by the laws of
descent and distribution and during a Participant’s lifetime may be exercised only by the Participant
(or in the event of the Participant’s incapacity, by the person or persons legally appointed o act on the
Participant’s behalf); (ii) Stock Options other than ISOs may be transferred by will or by the laws of
descent and distribution and, except as otherwise determined by the Administrator, may also be
transferred during the Participant’s lifetime, without payment of consideration, to one or more Family
Members of the Participant; (iii) Awards of Unrestricted Stock shall be subject only to such transfer
restrictions under the Plan as are specified by the Administrator; and (iv) Awards other than Stock




Options and other than Unrestricted Stock may not be transferred except as the Administrator
otherwise determines. If an Award is claimed or exercised by a person or persons other than the
Participant, the Company shall have no obligation to deliver Stock, cash or other property pursuant to
such Award or otherwise to recognize the transfer of the Award until the Administrator is satisfied as
to the authority of the person or persons claiming or exercising such Award.

(54) Vesting, Ete. Without limiting the generality of Section 1, the Administrator may
determine the time or times at which an Award will vest (i.e., become free of forfeiture restrictions) or
become exercisable and the terms on which an Award requiring exercise wili remain exercisable.
Unless the Administrator expressly provides otherwise, upon the cessation of the Participant’s
employment or other service relationship with the Company and its Affiliates (i} all Awards (other
than Stock Options, SARs, Deferred Stock Units and Restricted Stock) held by the Participant or by a
permitted transferee under Section 43.a.(4) immediately prior to such cessation of employment or
other service relationship will be immediately forfeited if not then vested and, where exercisability is
relevant, will immediately cease to be exercisable, and (ii) Stock Options;; SARs, Deferred Stock
Units and Restricted Stock shall be treated as follows:

(A) immediately upon the cessation of a Participant’s employment or other service
relationship with the Company and its Affiliates by reason of the Participant’s death, Disability,
or with respeet to a Participant who is an employee or director of the Company or its Affiliates,
by reason of such Participant’s Retirement, all Stock Options, SARs, Deferred Stock Units and

Restricted Stock Awards held by the Participant (or by a permitted transferee under Section
43.a.(4)) immediately prior to such death, Disability or, as applicable, Retirement, will become
vested and, where exercisability is relevant, will be exercisable until the expiration of the stated
term of the Stock Option or SAR, unless otherwise determined by the Administrator at or after
grant;

(EB) except as provided in (BC) below, all Stock Options, SARs, Deferred Stock Units and
Restricted Stock Awards held by a Participant (or by a permitted transteree under Section
43.a.(4)) immediately prior to the cessation (other than by reason of death or Disability, or with
respect to a Participant who is an employee or director of the Company or its Affiliates,
Retirement) of the Participant’s employment or other service relationship with the Company and
its Affiliates, to the extent then not vested shall terminate, and to the extent then exercisable, will
remain exercisable for the lesser of twelve months or until the expiration of the stated term of the
Stock Option or SAR unless otherwise determined by the Administrator at or after grant;

(BC) all Stock Options, SARs, Deferred Stock Units and Restricted Stock Awards held by
the Participant (or by a permitted transferee under Section 43.a.(4)) whose cessation of
employment or other service relationship is determined by the Administrator in its sole discretion
to be for cause or to result from reasons which cast such discredit on the Participant as to justify
immediate termination of the Award shall immediately terminate upon notice by the Company to
the Participant of such cessation for causesueh—eessatien. For this purpose, “cause” means a
felony conviction of a Participant or the failure of a Participant to contest prosecution for a
felony, or a Participant’s misconduct or dishonesty which is harmful to the business or reputation
of the Company.

Unless the Administrator expressly provides otherwise or in the case of cessation for cause, a
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deemed to have ceased when the individual is no longer employed by or in a service relationship with
the Company or its Affiliates. Except as the Administrator otherwise determines, with respect to a
Participant who js an employee or director of the Company or its Affiliates, such Participant’s
“employment or other service relationship with the Company and its Affiliates” will not be deemed to
have ceased during a military, sick or other bona fide leave of absence if such absence does not exceed
180 days or, if longer, so long as the Participant retains a right by statute or by contract to return to
employment or other service relationship with the Company and its Affiliates.

(65) Taxes. The Administrator will make such provision for the withholding of taxes as it
deems necessary. The Administrator may, but need not, hold back shares of Stock from an Award or
permit a Participant to tender previously-owned shares of Stock in satisfaction of tax withholding
requirements in an_amount sufficient to cover withholding required by law for any federal, state or
local taxes or to take such other action has may be necessary to satisfy any such withholding
obligation. The Administrator may permit shares to be used to satisfy the required tax withholding
and such shares shall be valued at the Fair Market Value as of the settlement or vesting date of the
applicable Award,

(#76) Dividend Equivalents, Etc. The Administrator may provide for the payment of amounts in
lieu of cash dividends or other cash distributions with respect to Stock subject to an Award if and in
such manner as it deems appropriate.

(87) Rights Limited. Nothing in the Plan shall be construed as giving any person the right to
continued employment or service with the Company or its Affiliates, or any rights as a sharehoider
except as to shares of Stock actually issued under the Plan. The loss of existing or potential profit in
Awards will not constitute an element of damages in the event of termination of employment or
service for any reason, even if the termination is in violation of an obligation of the Company or
Affiliate to the Participant.

(98) Section 162(m). The Administrator in its discretion may grant Performance Awards that
are intended to qualify for the performance-based compensation exception under Section 162(m) and
Performance Awards that are not intended so to qualify. In the case of an Award intended to be
eligible for the performance-based compensation exception under Section 162(m), the Plan and such
Award shall be construed to the maximum extent permitted by law in 2 manner consistent with
qualifying the Award for such exception. In the case of a Performance Award intended to qualify as
performance-based for the purposes of Section 162(m), the Administrator shall preestablish in writing
one or more specific Performance Criteria no later than 90 days after the commencement of the
period of service to which the performance relates (or at such earlier time as is required to qualify the
Award as performance-based under Section 162(m))}. Prior to payment of any Performance Award
imended to qualify as performance-based under Section 162(m), the Administrator shall certify
whether the Performance Criteria have been attained, and such determination shall be final and
conclusive. In the case of a Performance Award intended to qualify as performance-based for the
purposes of Section 162(m), the provisions of this Section 4.a.(9) shall be construed in a manner that
is consistent with the regulations under Section 162(m).

(9) Section 409A. Except to the extent specifically provided otherwise by the Administrator,
Awards under the Plan are intended to satisfy the requirements of Section 409A of the Code so as to
avoid the imposition of any additional taxes or penalties under Section 409A of the Code. If the
Administrator determines that an Award, Award agreement, payment, transaction ot any other action
or arrangement contemplated by the provisions of the Plan would, if undertaken, cause a Participant
to become subject to any additional taxes or other penalties under Section 409A of the Code, then
unless the Administrator specifically provides otherwise, such Award, Award agreement, payment,
transaction or other action or arrangement shall not be given effect to the extent it causes such result
and the related provisions of the Plan and/or Award agreement will be deemed modified, or, if
necessary, suspended in order to comply with the requirements of Section 409A of the Code to the
extent determined appropriate by the Administrator, in each case without the consent of or notice to

the Participant.




b. AWARDS REQUIRING EXERCISE

(1) Time And Manner Of Exercise. The term of each Award requiring exercise shall not exceed
ten (10) years from the date of grant. Unless the Administrator expressly provides otherwise, (a) an
Award requiring exercisc by the holder will not be deemed to have been exercised until the
Administrator receives arwritter notice of exercise (in form acceptable to the Administrator) sigtred by
the appropriate person and accompanied by any payment required under the Award; and (b) if the
Award is exercised by any person other than the Participant, the Administrator may require
satisfactory evidence that the person exercising the Award has the right to do so.

(2) Exercise Price. The Administrator shall determine the exercise price of cach Stock Option;
provided, that each Steek-Award requiring exercise©ption must have an exercise price that is not less
than the Ffair Mmarket Vvalue of the Stock subject to the Steek-Option Award, determined as of the
date of grant, except as necessary to maintain the intrinsic value of substitute Stoek-Options-Awards in
connection with a merger or acquisition consummated by the Company. An ISO granted to an
Employee described in Section 422(b)(6) of the Code must have an exercise price that is not less than
110% of such Ffair Mmarket Vvalue. Where shares of Stock issued under an Award are part of an
original issue of shares, the Award shall require an exercise price equal to at least the par value of
such shares. Except as_provided in Section 5.a and 5.b(1) below, without the approval of the
stockholders of the Company (i) for-eertain-provisions-eontained-in-SectionSbelow; the exercise price
for any Stoek-Optien-Stock-based Award requiring exercisegrant under the Plan may not be decreased
after the grant of the Stock-based Award requiring exercise©ption-, and (ii) outstanding Stock-based
Awards requiring exercise may not be cancelled in exchange for cash or other Awards or other Stock-
based Award requiring exercise with an exercise price that is less than the exercise price of the original
Stock-based Award requiring exercisewi

(3) Payment Of Exercise Price, If Any. Where the exercise of an Award is to be accompanied by
payment, the Administrator may determine the required or permitted forms of payment, subject to
the following: all payments will be by cash or check acceptable to the Administrator, unless one of the
following forms of payment is permitted by the Administrator in its discretion in any specific instance
(with the consent of the optionee of an ISO, unless such permitted form of payment is expressly
provided for in the grant), (i) through the delivery of shares of Stock which have been outstanding for
at least six months (unless the Administrator approves a shorter period) and which have a Ffair
Mmarket Vvalue equal to the exercise price, (ii) by delivery to the Company of a promissory note of
the person exercising the Award, payable on such terms as are specified by the Administrator, (iii) by
delivery of an unconditional and irrevocable undertaking by a broker to deliver promptly to the
Company sufficient funds to pay the exercise price, or (iv) by any combination of the foregoing
permissible forms of payment.

(4) Grant of Stock Options, Each Stock Option awarded under the Plan shall be deemed to
have been awarded as a non-ISO (and to have been so designated by its terms) unless the
Administrator expressly provides that the Stock Option is to be treated as an 1SO. No ISO may be
granted under the Plan after February 25, 2013, but I130s previously granted may extend beyond that
date.

¢. AWARDS NOT REQUIRING EXERCISE

Awards of Restricted Stock, Deferred Stock Units and Unrestricted Stock may be made in return for
either (i) services determined by the Administrator to have a value not less than the par value of the
Awarded shares of Stock, or (i) cash or other property having a value not less than the par value of the
Awarded shares of Stock plus such additional amounts (if any) as the Administrator may determine
payable in such combination and type of cash, other property (of any kind) or services as the Administrator
may determine.
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5. EFFECT OF CERTAIN TRANSACTIONS
a. CHANGE IN CONTROL

Except as the Administrator may otherwise determine in connection with the grant of an Award,
immediately prior to a Change in Control each Award shall vest (and if relevant shall become exercisable),
all Performance Criteria and other conditions to an Award shall be deemed satisfied, and all Award
deferrals shall be accelerated. In addition, all Stock-based Awards (all Stock Options, SARs, Restricted
Stock, Deferred Stock, including any Performance Awards consisting of any of the foregoing), except to the
extent consisting of outstanding shares of Stock that are then free of any restrictions under the Plan, shall
terminate immediately prior to the Change in Control unless assumed in accordance with the immediately
following sentence. If there is a surviving or acquiring entity, the Administrator may provide for a
substitution or assumption of Awards by the acquiring or surviving entity or an affiliate thereof, on such
terms as the Administrator determines. If there is no surviving or acquiring entity, or if the Administrator
does not provide for a substitution or assumption of an Award, the Award shall vest (and to the extent
relevant become exercisable) on a basis that gives the holder of the Award a reasonable opportunity to
participate as a stockholder in the Change in Control.

b. CHANGES IN AND DISTRIBUTIONS WITH RESPECT TO THE STOCK

(1) Basic Adjustment Provisions. In the event of a stock dividend, stock split or combination of
shares, recapitalization or other change in the Company’s capital structure, the Administrator will
make appropriate adjustments to the maximum number of shares that may be delivered under the
Plan under Section 2.a. and to the maximum share limits described in Section 2.b., and will also make
appropriate adjustments to the number and kind of shares of stock or securities subject to Awards
then outstanding or subsequently granted, any exercise prices relating to Awards and any other
provision of Awards affected by such change.

(2) Certain Other Adjustments. The Administrator may also make adjustments of the type
described in paragraph (1} above to take into account distributions to common stockholders other
than those provided for in Section 5.a. and 5.b.(1), or any other event, if the Administrator determines
that adjustments are appropriate to avoid distortion in the operation of the Plan and to preserve the
value of Awards made hereunder; provided, that no such adjustment shall be made to the maximum
share limits described in Section 2.c. or 2.d., or otherwise to an Award intended to be eligible for the
performance-based exception under Section 162(m), except to the extent consistent with that
exception, nor shall any change be made to ISOs except to the extent consistent with their continued
qualification under Section 422 of the Code.

(3) Continuing Application of Plan Terms. References in the Plan to shares of Stock shall be
construed to include any stock or securities resulting from an adjustment pursuant to Section 5.b.(1)
or 5.b.(2) above,

6. LEGAL CONDITIONS ON DELIVERY OF STOCK

The Company will not be obligated to deliver any shares of Stock pursuant to the Plan or to remove
any restriction from shares of Stock previously delivered under the Plan untii the Company’s counsel has
approved all legal matters in connection with the issuance and delivery of such shares; if the outstanding
Stock is at the time of delivery listed on any stock exchange or national market system, the shares to be
delivered have been listed or authorized to be listed on such exchange or system upon official notice of
issuance; and all conditions of the Award have been satisfied or waived. If the sale of Stock has not been
registered under the Securities Act of 1933, as amended, the Company may require, as a condition to
exercise of the Award, such representations or agreements as counsel for the Company may consider
appropriate to avoid violation of such Act. The Company may require that any certificates evidencing




Stock issued under the Plan bear an appropriate legend reflecting any restriction on transfer applicable to
such Stock.

7. AMENDMENT AND TERMINATION

Subject to the provisions of Section 1, the Administrator may at any time or times amend, alter,
suspend, discontinue or terminate the Plan, in whole or in part, provided however that without the prior
approval of the Company’s stockholders, no material amendment shall be made if stockholder approval is
required by law, regulation or stock exchange requirement. Notwithstanding any other provision of the
Plan or any Award agreement (except as provided in Section 3.a and 5.b.(1) herein), no such amendment,
alteration, suspension, discontinuation or termination shall be made without the approval of the
stockholders of the Company that would (i) increase the total number of shares available for Awards under
the Plan, or (ii) replace or regrant previously granted Stack Options, SARs, or other Stock-based Awards
requiring exercise through cancellation, or (iii) lower the exercise price of a previously granted Stock
Option, SAR or other Award requiring exercise.-or-any-outstar ding-Award-for-amy-purpese-which-may-a
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8. NON-LIMITATION OF THE COMPANY’S RIGHTS

The existence of the Plan or the grant of any Award shall not in any way affect the Company’s right to
award a person bonuses or other compensation in addition to Awards under the Plan,
9. GOVERNING LAW

The Plan shall be construed in accordance with the laws of the Commonwealth of Massachusetts,

10. DEFINED TERMS

The following terms, when used in the Plan, shall have the meanings and be subject to the provisions
set forth below:

“Administrator™ The Board or, if one or more has been appointed, the Committee, including their
delegates (subject to such limitations on the authority of such delegates as the Board or the Committee, as
the case may be, may prescribe). The senior Legal and Human Resources representatives of the Company
shall also be the Administrator, but solely with respect to ministerial tasks related hereto.

“Affiliate”™: Any corporation or other entity owning, directly or indirectly, 50% or more of the
outstanding Stock of the Company, or in which the Company or any such corporation or other entity owns,
directly or indirectly, 50% of the outstanding capital stock (determined by aggregate voting rights) or other
voting interests.

“Award”: Any or a combination of the following:
(i) Stock Options.
(ii) SARs.
(iii) Restricted Stock.
(iv) Unrestricted Stock.
(v) Deferred Stock Unit.
(vi} Other Stock-Based Awards.
(vii) Cash Performance Awards.

(viii) Other Performance Awards.
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(ix) Grants of cash, or loans, made in connection with other Awards in order to help defray in
whole or in part the economic cost (including tax cost) of the Award to the Participant.

“Board”: The Board of Directors of the Company.

“Cash Performance Award”: A Performance Award payable in cash. The right of the Company under
Section 4.a.(3) to extinguish an Award in exchange for cash or the exercise by the Company of such right
shall not make an Award otherwise not payable in cash a Cash Performance Award.

“Change in Control”: Any of:

(i) an acquisition, consolidation or merger in which the Company is not the surviving
corporation or with respect to which all or substantially all of the beneficial owners of the outstanding
stock of the Company and the combined voting power of the outstanding voting securities of the
Company entitled to vote generally in the election of directors immediately prior to such transaction
do not own beneficially, directly or indirectly, and in substantially the same proportion, more than
60% of, respectively, the then outstanding shares of common stock and the combined voting power of
the then outstanding voting securities entitled to vote generally in the election of directors, as the case
may be, of the corporation resulting from such transaction;

(ii) a sale or transfer of all or substantially all the Company’s assets;
(iii) a dissolution or liquidation of the Company; or

(iv) continuing directors constitute less than a majority of the Board, where a “continuing
director” includes {A) each person who was a director of the Company as of the close of business on
May 6, 2003, and {B) each person who subsequently becomes a director of the Company with approval
by a vote of at least a majority of the “continuing directors™ in office at the time of such person’s
election or nomination as a director unless that person became a director in connection with an actual
or threatened election contest.

Notwithstanding clauses (i) through (iv) above, none of the following shall constitute a “Change in
Control” for purposes of this definition:

{x) the shares of common stock of the Company or the voting securities of the Company entitled
to vote generally in the election of directors are acquired directly from the Company in a capital
raising transaction;

(y) the shares of common stock of the Company or the voting securities of the Company entitled
to vote generally in the election of directors are acquired by any employee benefit plan (or related
trust) sponsored or maintained by the Company or any corporation controlled by the Company; or

(z) (A) the beneficial owners of the outstanding shares of common stock of the Company, and
of the securities of the Company entitled to vote generally in the election of directors, immediately
prior to such transaction beneficially own, directly or indirectly, in substantially the same proportions
immediately following such transaction more than 60% of the outstanding shares of common stock
and of the combined voting power of the then outstanding voting securities entitled to vote generally
in the election of directors of the corporation (including, without limitation, a corporation which as a
result of such transaction owns the Company or all or substantially ali of the Company’s assets either
directly or through one or more subsidiaries) resulting from such transaction and (B) at least a
majority of the members of the board of directors of the corporation resulting from such transaction
were members of the board of directors at the time of the execution of the initial agreement, or of the
action of the Board, authorizing such transaction.

“Code”: The U.S. Internal Revenue Code of 1986 as from time to time amended and in effect, or
any successor statute as from time to time in effect.




“Committee”™ One or more committees of the Board (including any subcommittee thereof)
appointed or authorized to make Awards and otherwise to administer the Plan. In the case of Awards
granted to executive officers of the Company, the Committee shall be comprised solely of two or more
outside directors within the meaning of Section 162(m).

“Company”™: Boston Scientific Corporation.
“Deferred Stock Unit”: A promise to deliver Stock or other securities in the future on specified terms.

“Disability’”: Permanent and total disability as determined under the Company’s long-term disability
program for employees then in effect.

“Employee”: Any person who is employed by the Company or an Affiliate.

“Fair Market Value”: The closing price of a share of Stock as reported on the New York Stock
Exchange, Inc. on the relevant date,

“Family Member”: An individual or entity included as a “family member” within the meaning of the
Security and Exchange Commission’s Form §-8, Registration Statement Under The Securities Act of 1933.

“ISO”: A Stock Option intended to be an “incentive stock option” within the meaning of
Section 422 of the Code.

“Participant” An Employee, director or other person providing services to the Company ot its
Affiliates who is granted an Award under the Plan.

“performance Award”: An Award subject to Performance Criteria.

“performance Criteria” Specified criteria the satisfaction of which is a condition for the
exercisability, vesting or full enjoyment of an Award. For purposes of Performance Awards that are
intended to qualify for the performance-based compensation exception under Section 162(m), a
Performance Criterion shall mean an objectively determinable measure of performance relating to any of
the following (determined either on a consolidated basis or, as the context permits, on a divisional,
subsidiary, line of business, project or geographical basis or in combinations thereof): (i} sales; revenues;
assets; liabilities; costs; expenses; earnings before or after deduction for all or any portion of interest, taxes,
depreciation, amortization or other items, whether or not on a continuing operations or an aggregate or
per share basis; return on equity, investment, capital or assets; one or more operating ratios; borrowing
levels, leverage ratios or credit rating; market share; capital expenditures; cash flow; working capital
requirements; stock price; stockholder return; sales, contribution or gross margin, of particular products or
services; particular operating or financial ratios; customer acquisition, expansion and retention; or any
combination of the foregoing; or (i) acquisitions and divestitures (in whole or in part); joint ventures and
strategic alliances; spin-offs, split-ups and the like; reorganizations; recapitalizations, restructurings,
financings (issuance of debt or equity) and refinancings; transactions that would constitute a change of
control; or any combination of the foregoing. A Performance Criterion measure and targets with respect
thereto determined by the Administrator need not be based upon an increase, a positive or improved result
or avoidance of loss.

“Plan™ The Boston Scientific Corporation 20038 Incentive Plan as set forth herein, as from time to
time amended and in effect.

“Restricted Stock”™: An Award of Stock subject to forfeiture to the Company if specified conditions
are not satisfied.

“Retirement”: Unless the Administrator expressly provides otherwise, cessation of employment or
other service relationship with the Company and its Affiliates if, as of the date of such cessation, (i) the
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Participant has attained age 50, (ii) the Participant has accrued at least five years of service with the
Company and its Affiliates, and (iii) the sum of the Participant’s age and years of service as of such date
equals or exceeds 62.

“Section 162(m)”: Section 162(m) of the Code.

“Stock”:  Common Stock of the Company,

“Stock Options”: Options entitling the recipient to acquire shares of Stock upon payment of the
exercise price.

par value $.01 per share,

“Unrestricted Stock™ Ap Award of Stock not subject to any restrictions under the Plan.
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IMPORTANT NOTICE: Regarding the Internet Availability of Proxy Materials
for Boston Scientific Carporation's Annual Stockholder Meeting to be held on May 6, 2008.

This communication provides only a brief overview of the matters to be voted on at Boston Scientific
Corporation’s Annual Meeting of Stockholders. A complete set of proxy materials which includes: Notice
of Meeting, Proxy Statement, Annual Report, Proxy Card and access to the Proxy Voting Site are available
to you on the Internet. You are encouraged to access and review all of the important information contained
in the proxy materials hefore voting.

The Company’s Proxy Statement, Annual Report and other proxy materials are available at:

http://bnymellon.mobular.net/bnymellon/bsx
The following Proxy Materials are available for you to review online at: hitp://bnymellon. mobular.net/bnymellon/bsx

- the Company’s 2008 Proxy Statement (including all attachments);
+ the Proxy Card,

+ the Company’s Annual Report for the year ended December 31, 2007 (which is not deemed to be
part of the official proxy soliciting materials); and

+ any amendments to these materials that are required to be furnished to stockholders.

To receive a paper copy of these documents, you must request them. Such documents will be provided to
you at no charge. To ensure that you receive the copy of these materials prior to Boston Scientific Corporation’s
Annual Meeting of Stockholders, please make sure to request the materials on or before April 22, 2008.

You can request a paper copy of the proxy materials in one of three ways:

1. By calling 1-888-313-0164 (outside of the U.S. and Canada, call 1-201-680-6688);
2. By sending an email to: shrrelations@bnymellon.com; or

3. By logging onto: http://bnymellon.mobular.net/bnymellon/bsx

ACCESSING YOUR PROXY MATERIALS ONLINE

YOU MUST REFERENCE YOUR 11-DIGIT CONTROL NUMBER WHEN YOU REQUEST
A PAPER COPY OF THE PROXY MATERIALS OR TO VOTE YOUR PROXY ELECTRONICALLY.

The Proxy Materials for Boston Scientific Corporation are available to review at:

http://bnymellon.mobular.net/bnymellon/bsx

Have this notice available when you
request a PAPER copy of the Proxy Materials,
when you want to view your proxy materials online
OR WHEN YOU WANT TO VOTE YOUR PROXY ELECTRONICALLY.

VOTE BY INTERNET

Use the Internet to vote your shares. Have this card in hand when you aess
http://bnymellon.mobular.net’/bnymelion/bsx
On the top right hand side of the website click on “Vote Now” to access the electronic proxy card
and to vote your shares




Participant has attained age 50, (ii) the Participant has accrued at least five years of service with the
Company and its Affiliates, and (iii} the sum of the Participant’s age and years of service as of such date
equals or exceeds 62.

“Section 162(m)”: Section 162(m) of the Code.

“SARs™: Rights entitling the holder upon exercise to receive cash or Stock, as the Administrator
determines, equal 10 a function (determined by the Administrator using such factors as it deems
appropriate) of the amount by which the Stock has appreciated in value since the date of the Award.

“Stock™ Common Stock of the Company, par value $.01 per share.

“Stock Options™: Options entitling the recipient to acquire shares of Stock upon payment of the
exercise price.

“Unrestricted Stock™ An Award of Stock not subject to any restrictions under the Plan,

A-11




Boston Scientific Corporation
One Boston Scientific Place
Natick, MA 01760

NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIALS
FOR THE 2008 ANNUAL MEETING OF STOCKHOLDERS OF BOSTON SCIENTIFIC CORPORATION
TO BE HELD ON TUESDAY, MAY 6, 2008

You can view the Annual Report and
Proxy Statement for Boston Scientific Corporation at:

http://bnymellon.mobular.net/bnymellon/bsx

This communication presents only an overview of the more complete proxy materials that are available to you on the Internet.
We encourage you to access and review all of the important information contained in the proxy materials before voting.

Dear Boston Scientific Corporation Stockholder:

The 2008 Annual Meeting of Stockholders of Boston Scientific Corporation will be held at the Harvard Club of
Boston, 374 Commonwealth Avenue, Boston, Massachusetts, on Tuesday, May 6, 2008 at 10:00 a.m. (local time).

Proposals to be considered at the Annual Meeting:

1. to re-elect ten directors;

2. to approve an amendment and restatement of our 2003 Long-Term Incentive Plan;

3. to ratify the appointment of Ernst & Young LLP as our independent auditors for the 2008 fiscal year;
and

4. to transact such other business as may properly come before the annual meeting or any
adjournment or postponement of the meeting.

Management recommends a vote “EOR” Items 1, 2 and 3.

The Board of Directors has fixed the close of business on March 7, 2008 as the record date (the
“Record Date”} for the determination of stockholders entitled to receive notice of and to vote at the Annual
Meeting or any adjournment or postponement of the meeting.

To receive directions to the Annual Meeting please visit our corporate website at www.bostonscientific.com.

You will be able to vote your proxy while viewing the proxy materials
on the Internet. To do so, you will be asked to enter the 11-digit
control number printed on the bottom right corner of this Notice.




IMPORTANT NOTICE: Regarding the Internet Availability of Proxy Materials
for Boston Scientific Corporation’s Annual Stockholder Meeting to be held on May 6, 2008.

This communication provides only a brief overview of the matters to be voted on at Boston Scientific
Corporation's Annual Meeting of Stockholders. A complete set of proxy materials which includes: Notice
of Meeting, Proxy Statement, Annual Report, Proxy Card and access to the Proxy Voting Site are availabte
to you on the Internet. You are encouraged to access and review all of the important information contained
in the proxy materials before voting.

The Company’s Proxy Statement, Annual Report and other proxy materials are available at:

http;//bnymellon.mobular.net/bnymellon/bsx
The following Proxy Materials are available for you to review online at: http://fbnymellon.mobular.net/bnymellon/bsx

« the Company’s 2008 Proxy Statement (including a!l attachments);
« the Proxy Card,

+ the Company’s Annual Report for the year ended December 31, 2007 (which is not deemed to be
part of the official proxy soliciting materials); and

« any amendments to these materials that are required to be furnished to stockholders.

To receive a paper copy of these documents, you must request them. Such documents will be provided to
you at no charge. To ensure that you receive the copy of these materials prior to Boston Scientific Corporation’s
Annual Meeting of Stockholders, please make sure to request the materials on or before April 22, 2008.

You can request a paper copy of the proxy materials in one of three ways:

1. By calling 1-888-313-0164 (outside of the U.S. and Canada, call 1-201-680-6688);
2. By sending an email to: shrrelations@bnymelion.com; or

3. By logging onto: http://bnymellon.mobular.net/bnymellon/bsx

ACCESSING YOUR PROXY MATERIALS ONLINE

YOU MUST REFERENCE YOUR 11-DIGIT CONTROL NUMBER WHEN YOU REQUEST
A PAPER COPY OF THE PROXY MATERIALS OR TO VOTE YOUR PROXY ELECTRONICALLY.

The Proxy Materials for Boston Scientific Corporation are available to review at:

: ellon. ellon/

Have this notice available when you
request a PAPER copy of the Proxy Materials,
when you want to view your proxy materials online
OR WHEN YOU WANT TO VOTE YOUR PROXY ELECTRONICALLY.

VOTE BY INTERNET

Use the Internet to vote your shares. Have this card in hand when you eess
http://bnymellon.mobular.net/bnymellon/bsx
On the top right hand side of the website click on “Vote Now” to access the electronic proxy card
and o vote your shares




for Address

HE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” PROPOSALS 1, 2 and 3. Mark Here |:|
Change or

Comments
SEE REVERSE SIDE

FOR ALL WITHHOLD FOR
NOMINEES ALL NOMINEES FOR AGAINST  ABSTAIN
- To re-elect ten Director Nominees: 2. To approve an amendment and restatement ol our 2003
Long-Term Incentive Plan
) i ) FOR AGAINST  ABSTAIN
01 Ursula M. Burns 06 N.J. Nicholas, Jr. 3. To ratify the appointment of Ernst & Young LLP as independent
02 Nancy-Ann DeParla 07 Pete M. Nicholas auditors for the 2008 fiscal year
03 J. Raymond Elliott 08 John E. Pepper o NS ABSTAN
8; g: n’:f g?gsezox ?g Jwaitlt: FE: T%Lé?:q an 4. To transact such other business as may properly come before
¥ ’ the meeting or any adjournment ¢r postponement thereof
FOR ALL NOMINEES
EXCEPT AS NOTED
F 1} i . t the following:
or all nominees, except the following MARK HERE IF YOU PLAN TO ATTEND THE MEETING

-

signature Signature Date
Jign exactly as your name appears on this Proxy. If the shares are registered in the names of two or more persans, each person should sign. Executors, administrators, trustees, pantners,
: yf,tc_)d_iz_ang.._guart!igns. attorneys and corporate officers, please add your full title(s).

A FOLD AND DETACH HERE 4

Boston
Scientific
WE ENCOURAGE YOU TO TAKE ADVANTAGE OF INTERNET OR TELEPHONE VOTING,
BOTH ARE AVAILABLE 24 HOURS A DAY, 7 DAYS A WEEK.
Internet voting and telephone voting are available through 11:59 PM Eastern Time, May 5, 2008,
the day prior to annual meeting day.
Your Internet or telephone vote authorizes the named proxies to vote your shares in the same manner
as if you marked, signed and returned your proxy card.

INTERNET TELEPHONE
http://www.proxyvoting.com/bsx 1-866-540-5760
Use the Internet to vote your proxy. OR Use any touch-tone telephone to
Have your proxy card in hand vote your proxy. Have your proxy
when you access the web site. card in hand when you call.

If you vote your proxy by Internet or by telephone, you do NOT need to mail back your proxy card.
To vote by mail, mark, sign and date your proxy card and return it in the enclosed postage-paid envelope.

Choose MLIink™ for fast, easy and secure 24/7 online access to your future proxy materials, investment
plan statements, tax documents and more. Simply log on to Investor ServiceDirect®
at www.bnymellon.com/shareowner/isd where step-by-step instructions will prompt you through enrcliment.

ou can view the Boston Scientific Annual Report and Proxy Statement
n the Internet at http://bnymellon.mobular.net/bnymellon/bsx




SBOStOIlﬁC PROXY

CIGIltl BOSTON SCIENTIFIC CORPORATION

This Proxy is Solicited on Behalf of the Board of Directors

The undersigned hereby appoints PETE M. NICHOLAS, LAWRENCE J. KNOPF and KRISTIN S. CAPLICE, and each
of them acting solely, as proxies, with full power of substitution and with all powers the undersigned would possess if
personally present, to represent and vote, as designated hereon, all of the shares of common stock of Boston Scientific
Corporation (the “Company™), par value $.01 per share, and if applicable, hereby directs the trustees and fiduciarfes of the
employee benefit plans shown on the reverse side hereof to vote all of the shares of common stock allocated to the
account of the undersigned, which the undersigned is entitled to vote at the Annual Meeting of Stockholders of the
Company to be held at the Harvard Club of Boston, 374 Commonwealth Avenue, Boston, Massachusetts on Tuesday, May
6, 2008, at 10:00 A.M. (Eastern Time), and at any adjournment or postponement of the meeting.

THE UNDERSIGNED HEREBY REVOKES ANY PROXY PREVIOUSLY GIVEN AND ACKNOWLEDGES RECEIPT
OF THE NOTICE OF AND PROXY STATEMENT FOR THE ANNUAL MEETING.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER DIRECTED BY THE
UNDERSIGNED STOCKHOLDER. IF NO DIRECTION IS GIVEN, THIS PROXY WILL BE VOTED “FOR" PROPOSALS
1,2AND 3.

(Please sign and date on reverse side and return promptly in the enclosed envelope)

Address Change/Comments {Mark the corresponding box on the reverse side)

A FOLD AND DETACH HERE A




EXECUTIVE OFFICERS AND DIRECTORS
John E. Abele
Director; Founder
Donald S. Baim, M.D.
Executive Vice President, Chief Medical and Scientific Officer
Brian R. Burns
Senior Vice President, Ouality
Ursula M. Burnsg 245
Dirgctor; President, Xerox Corporation
Fredericus A. Colen
Executive Vice President, Operations and Technology, CAM
Nancy-Ann DeParle 25
Director; Managing Director, COMP Capital LLC
Paul Donovan
Seniar Vice President, Corperate Communications
J. Raymond Elliott 143
Director; Retired Chairman, Zimmer Holdings, Inc.
" Joel L. Fleishman 356
-~ Director; Professor of Law and Public Pelicy, Duke University
Marye Anne Fox, Ph.D. 4
"~ Director; Chancellor, University of California, San Disgo
James Gilbert
Executive Vice President, Strategy and Business Development
Ray J. Groves 236
Director; Retired Chaimnan and CEO, Emst & Young LLP
Kristina M. Johnson 248
Director; Provost and Senior Vice President of Academic
Affairs, The Johns Hopkins University
William H. Kucheman
Senior Vice President and Group President,
Interventional Cardiology
Paul A. LaViolette
Chief Operating Officer
Sam R. Leno
Executive Vice President for Finance and Information Systems
ant! Chief Financial Officer
Ernest Mario, Ph.D. 745
Director; Chairman and CEQ, Capnia, Inc.
William F. McConnell, Jr.
Senior Vice President, Sales, Marketing and
Administration, CRM
David McFaul
Seniar Vice President, International
Stephen F. Moreci
Senior Vice President and Groug Fresident, Endosurgery
N.J. Nicholas, Jr. 4
Director; Private Investor
Pete M. Nicholas
Director; Chairman of the Board, Founder
John E. Pepper 34
Dirsctor; Co-Chair, National Underground Railroad
Freedam Center
Kenneth J. Puce!
Executive Vice President, Operations
Lucia L. Quinn
Executive Vice President, Human Resources

Information above is accurate as of March 1, 2008,

1 Member of the Audit Committes
2 Member of the Executive Compensatipn and Human Resources Committee
3 Member of the Nominating and Governance Committea

Corporate Information

Uwe E. Reinhardt, Ph.D. 133
Director; Professor of Economics and Public Affairs,
Princeton University

Warren B. Rudman 26

Director; Former U.S. Senator; 0f Counsel, Faul, Weiss,
Rifkind, Wharton & Garrison; Co-Chair, Stonebridge
International LLC

James R, Tobin4
Director; Fresident and Chief Executive Officer

CORPORATE HEADQUARTERS

Boston Scientific Corporation

One Boston Scientific Place

Natick, MA 01760-1637

508-650-8000

508-647-2200 (Investor Relations Fagcsimile)
www.bostonscientific.com

REGIONAL HEADQUARTERS

Boston Scientific International S.A.
Paris, France

Boston Scientific Japan K.K.
Tokyo, Japan

KEY FACILITIES

Brussels, Belgium
Clonmel, Ireland

Cork, Ireland

Cupertino, CA, US.A,
Derado, Puerto Rico
Fremont, CA, U.S.A.
(Galway, Ireland

Heredia, Costa Rica
Kawasaki, Japan
Kerkrade, The Netherlands
Letterkeny, Ireland

Maple Grove, MN, U.S.A.
Marlborough, MA, LLS.A,
Miami, FL, U.S.A.
Miyazaki, Japan

Mountain View, CA, U.5.A.
Murietta, CA, US.A.
Natick, MA, U.S.A.
Plymouth, MN, U.S.A.
Quincy, MA, U.S.A.
Redmond, WA, L.S.A.
San Jose, CA, US.A.
Spencer, IN, U.S.A.

St. Paul, MN, U.S.A.
Sylmar, CA, U.5.A,
Tullamore, lreland
Va'encia, CA, U.S.A.
Washington, DC, U.S.A.
West Valley, UT, US.A.

STOCKHOLDER INFORMATION STOCK LISTING

Boston Scientific Corporation common steck is
traded on the NYSE under the symbol “BSX".

TRANSFER AGENT

Inquiries concerning the transfer or exchange of
shares, lost stock certificates, duplicate mailings
or changes of address should be directed 10 the
Company's Transfer Agent at:

BNY MELLON SHAREOWNER SERVICES

480 Washington Boulevard

Jersey City, NJ 07310-1900
1-800-898-6713
www.bnymellon.com/shareownerfisd

INDEPENDENT AUDITORS

Ernst & Young LLP
Boston, Massachuseits

4 Member 6f the Finance Committes
& Member of the Complianca and Quality Commuttee
& Member of the Committes on Legal Affairs

ANNUAL MEETING

The annual meeting for shareholders will take
place on Tuesday, May 6, 2008, beginning

at 10:00 a.m. at Harvard Club of Boston, 374
Commaonwealth Avenue, Boston, MA 02215.

INVESTOR INFORMATION REQUESTS

Investors, stockholders and security anatysts seeking
information about the Company should refer to the
Company's wehsite at www.bostenscientific.com

or call investor Relations at 508-650-8555.

OTHER INFORMATION

Copies of the Company's Annual Report on Ferm
10-K, Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K and amendments to thase
reports are availabte free of charge through the
Company's website at www.bostonscientific.com.
Qur Corporate Governance Guidelines, proxy
statement and Code of Conduct, which applies
to all of our directors, officers and employees,
including our Board ot Directors, Chief Executive
Officer and Chief Financial Officer, are also
available on our website.

The Company has included as exhibits to its
annual report on Form 10-K for the fiscal year
2007 filed with the SEC certifications of the Chief
Executive Officer and Chief Financial Officer

of the Company certifying the accuracy of the
Company's public disclosure, and our annual
CEOQ certification for the previous year has been
submitted to the New York Stock Exchange.

Copies of these reports are also available by
directing requests to:

Investor Relations

Boston Scientific Corporation

One Boston Scientific Place

Natick, MA 01760-1537

508-660-8555

508-647-2200 (Facsimile)
Investor_Relations@bsci.com

SAFE HARBOR FOR FORWARD-LOOKING
STATEMENTS

This Annual Report ¢ontains forward-looking state-
ments within the meaning of Section 21E of the
Securities Exchange Act of 1934. Forwarddgoking
statements may be identified by words like "antici-
pate,” “expect,” "projecy” "believe,” "plan” “esi-
mate,” “intend” and similar words. These forward-
locking statements include, among other things,
staternents regarding our financial performance, our
growth strategy, research and deveiopment efforts,
product development and new product launches,
our market position and the marketplace for our
products including competition, sales efforts, intel-
lectual property matters, our capital needs and
expenditures, potential acquisitions and divestitures
and our debt repayment strategy. Factors that may
cause actual results to differ materially from those
contemplated by the siatements in this Annual
Report can be found in our Form 10-K for the year
ended December 31, 2007 under the heading “Risk
Factors.” These forward-looking statements are
based on our beliefs, assumptions and estimates
using information available to us at the time and
are ngt intended to be guarantees of future events
or performance.

The PROMUS™ Everalimus-Eluting Coronary Stent System is & private-fabeled XIENCE™ Everolimus-
Etuting Coronary Stent System marufaciured by Abbolt and distnbuted by Boston Scientilic. XIENCE 15
a trademark of Abbott Laboratories group of companie

CYPHER is a k of Cordis Corporation.




Profile of a Global Leader

» One of the world's largest medical device companies, with $8.357 billion in sales

» Sales in more than 100 countries

« Portfolio of approximately 13,000 products, many with #1 positions

o A global leader in cardiovascular medicine
o #1 worldwide in drug-eluting stent market

» 24 million products shipped

» More than 13,800 patents issued worldwide
= More than $1 billion invested in R&D

« 37 manufacturing, distribution and
technology centers worldwide
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Note. Information above is accurate as of Dacember 31, 2007
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Boston
Scientific

Delivering what's next”

Boston Scientific Corporation
One Boston Scientific Place
Natick, MA 01760-1537
508.650.8000
www.bostonscientific.com

Copyright © 2008 by
Boston Scientific Corporation
or its affiliates. All rights reserved.
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